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DURING THE 


YEAR 1915. 


On December roth of last year we published a supple- 
ment to exhibit the effects of the war up to that time at 
home and abroad upon belligerent and_ neutral 
countries. <A great part of that supplement was taken 
up with the moratoriums and other similar arrange- 
ments which had been made to stave off panic and 


bankruptcy and to maintain private credit. With these | 


public measures in regard to banking, currency, Stock 
Exchange regulations, &c., we are now less concerned. 
The main purpose of the present supplement is to in- 
vestigate the burden of debt which is being thrown 
upon present and future generations, and to enable 
students of finance and investors to estimate the prob- 
abilities of public bankruptcy on the Continent. In the 
course of the year, and especially of late, there has 
been a marked change in psychology both at home and 


' 


| 





abroad. The extraordinarily rapid growth of the daily 
cost of the war to the United Kingdom has altered 
public opinion, though some of the London newspapers 
still serve out the old absurdities. How many problems 
have been solved, and opened, and re-opened is obvious 


| if we merely mention the submarine menace, the Ameri- 


can and other exchanges, the blockade, the fluctuations 
and increases in prices, thrift, war bonuses, taxation, 
conscription, the depreciation of paper currencies, 
&c., &c. Many false ideas and “sleek illusions’’ 
have started up from time to time. Some have 


mates in order to assist our readers in forming a judg- 
ment for themselves. The mystery in which public 
finance has been enveloped can produce nothing but 
waste and confusion. 





COST OF THE WAR TO EUROPE. 


THE expenditure of the United Kingdom was 
41,490,000 per day for the first eight months (or 
41,270,000, excluding external loans), and has been 
rising rapidly since, until it is estimated at 44,450,000 
per day (or £ 2,740,000, excluding loans) for the five 
months to March 31st next. The total expenditure to 
that date is estimated on actual and Budget figures at 
£1,222,200,000, plus £.474,800,000 for external loans, 
or £51,697,000,000 together. These figures represent 
the excess over a previous £80,000,000 a year for the 
Army and Navy. Of the loans about £50,000,000 will 
be made to our own Dominions, but this is offset by 
the loan we have obtained from the United States. 
We have more than all the other belligerents raised 
money by special taxation. Our loans to Allies and 
neutrals are estimated to amount to £425,000,000 to 
March 31st next, and the burden which has fallen on us 
in this respect is doubtless more than twice as heavy as 
that of any other belligerent, Germany probably rank- 
ing next. We have lent chiefly to Russia (for purchases 


jin the United Kingdom and elsewhere outside Russia), 


to France (for purchases here) to Italy, Belgium, 


Servia, and certain neutral countries. 


Judging by the credits voted, the war has cost 
France Pilea to June 30, 1915, to which must 
be added £224,000,000 for the quarter to Septem- 
ber 30th, £240,000,000 for the quarter to Decem- 
ber 31st, and £ 327,000,000 for the quarter to 
March 31st next, making a total to the last-mentioned 
date of £1,451,000,000. Excluding loans, it is 
probable that the war has cost more to France than 
to any belligerent, except Germany. Special taxation 
of various kinds is only now proposed, including, in 
particular, a war profits tax. France has made 
loans to Russia (for purchases in France), Belgium, 
Servia, and neutrals, and the total so disbursed in the 
first year was probably in excess of £ 50,000,000 ; 
while it has borrowed £ 50,000,000 from the United 
States, and considerable sums from us. 


The Russian war expenditure has been £188,000,000 
(including £37,000,000 for mobilisation) to November 
14, 1914, £,576,000,000 to July 14, 1915, and 
#,639,000,000 to August 14, 1915. ‘The seven months 
to January 14, 1916, are expected to cost 4.429,000,000, 
and the year to January 14, 1916, £,764,000,000, 
making a total of over 4,1,000,000,000 from the com- 
mencement of war. The expenditure was at first 
#:1,400,000 a day, excluding the costs of mobilisation, 
while for August last it was £2,000,000 a day, and for 
the year 1915 it is estimated at 42,100,000. Special 
taxation is proposed, including an income-tax. Russia 
has lent money to the smaller belligerents, but has 
doubtless received much heavier loans from this 
country, for purchases here and in America, and from 
France in respect of purchases in France. 

Italy, which came into the war on May 23rd, is 
believed to have spent £80,000,000 on preparations 
prior to entering, and its expenditure for the four 
months to September 3oth last was £14,600,000, 
£ 16,500,000, £17,400,000, and £16,600,000, making 
a total of £145,000,000 to that date. 

Belgium and Servia have been largely helped with 
loans by France, Russia, and ourselves, their power w 
provide being, obviously, very considerably curtailed. 
The bulk of Belgium has been in the hands of the 
enemy since the end of the first month of war. 

An estimate of Germany’s costs has to be derived 
mainly from its votes of credit, which have been 
4#250,000,000 in August, 1914, £250,000,000 on 
December 2, 1914, 500,000,000 last March, 
# 500,000,000 on August 20th, and £500,000,000 
this month. At the time the August credit was 
asked for, Dr Helfferich stated that the war ex- 
penditure was nearly £100,000,000 a month. To the 
above have to be added the £10,250,000 of mobilisa- 
tion treasure in the Julius Tower at Spandau, and the 
product of the ‘‘ defence contribution,’? or Webhr- 
beitrag—a capital levy payable in three instalments, at 
the beginning of the years 1914, 1915, and 1916, 
which was expected to bring in £50,000,000 
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to £80,000,000. Partly, perhaps, because of this 
capital tax, imposed before the war, Germany has 
hitherto not levied any special taxation, but a war 
profits tax, formerly said to be impossible to formulate 
until after the war, is proposed to be shortly raised. 
Loans of large amounts have been made to Turkey, 
Bulgaria, and neutrals. It is not clear whether 
Austria-Hungary has also been partly financed by the 
German Government. 


The expenditure of Austria-Hungary can only be 
surmised from the fact that its population, and there- 
fore Army, is 75 per cent. of that of Germany, and by 
remembering that its costs must be on a relatively 
smaller scale, because its commitments and resources 
are less. Dr. Helfferich on August 20th put the then 
expenditure of the Alliance countries at 45,000,000 a 
day, and the expenditure of Germany at nearly 
£,100,000,000 a month, which would leave £50,000,000 
or so per mensem for Austria-Hungary and Turkey. 


We now have material (with other data not here 
specified) for arriving at what may be regarded as 
being, on the whole, a fairly close approximation to the 
total direct cost of the war to the Governments of 
Europe. A comparison of figures is, however, apt to 
be obscured if one does not disentangle the figures from 
loans made to other belligerents and to neutrals. In 
the table which follows ‘‘ direct cost’’ is to be under- 
stood as the cost of the war to the Governments con- 
cerned for expenditure on their own war operations— 
expenditure in excess of ordinary peace outlay on mili- 
tary and naval matters—while the fourth column repre- 
sents those direct costs, plus loans made, or less loans 
received, this representing the burden to be met during 
the war. The difference between the third and fourth 
columns represents loans made, less those received, or 
vice-versa, for Russia, France, and ourselves have 
both borrowed and ient. It need hardly be said that 
the amounts of the loans have, except in the case of 
the United Kingdom, been guessed at, and are not 
based upon evidence. The difference between the grand 
;| totals of the third and fourth columns represents sup- 
1 posed loans to neutrals. 


a 





The table represents an attempt to gauge the direct 
cost of the war on the assumption that hostilities will 
oease at March 31st, and the direct costs are continued 
to the end of July next, with the idea that full expendi- 

ture for a further four months (although not, of course, 
| Spent within the limits of that period) will cover the 
l cost of clearing up after hostilities—i.e., the reduced 
expenditure of the months during which the armies 
will be kept together pending the negotiation and 
| ratification of a definite Peace Treaty, and the many 
| months thereafter during which the disbandment of 
| the armies and the gradual return to normal conditions 
will take place. It is believed that the figures are not 
exaggerated, and that they are indeed subject to the 
unexpected increases in expenditure over estimates to 
| which we have become accustomed, and which are ex- 
pressly not allowed for in the table. The first three 
columns would hold good for the expenditure to 
July 31st next if hostilities continue until then or later, 
but they would in that case contain no allowance for the 
cost of clearing un. and the fourth column would be 
varied by the further inter-loans which would have to 
he granted and received :-— 














{ i 
First Year. |Second Year. 



































Both Years, 
ns ; | Direct Cost, 
Direct Cost. Direct Cost. Direet Cost. | Plus or Minus 
i | Loans 
£ eg oe ae 

United Kingdom ....| £50,000 000 | 1,000,09,000 | 1,550,000,000 2.025,000,000 
TUNED scsseccunsi sei | 620,000,000 | 975,900.000 | 1,655,000.000 _ 1.755,0°0,000 
ops ung, ee | & £0 6H | = 8N0.0°0,000 | 1,425,090 0F0 ,_1,200:0r0,0 0 
BE abt ce a. 5 oe | 110 000,000 | 250,000.000 | 340," 09,000 225,000.000 


Belgium and Servia..| 1? 0¢0,700 | 100,000,000 | 220,000,000 | 45,¢00,000 


eS 








Fatente total..../ 7,085 000,000 | 3.125,00°,000 | 5,210,000,000 | 5,250,000,¢00 
Germany ............ | 859.009.000 | 1,2£0,000,0C0 | 2,100,0°0,000 _ 2,270,000,¢00 
Austria-Hongary ....; 500,000,090 | €0%,000 00C | 1,100,000000 —_1,100,000,000 
Torkey and Bulgaria) 40,000,000 | 130,000,000 '170.00,000 |" 20,0¢0.000 


{ 
Alliance total.... 





1,320,000,000 | 1,982,000,000 | 3,370,000,000  3,400,C00,000 


_—_ —_—_  —_—_ — 


3,475,000,000 | 5,105,000,000 | 8,580,000,000 8 €50,000,000 





All belligerents .. 
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If the first year were split up, the expenditure would 
work out at about £9,200,000 and £10,000,000 daily 
for the first and second halves. The smallness of the 
increase is due largely to the costs of mobilisation fall- 
ing into the first six months, and, moreover, the great 
increase in expenditure (partly due to new combatants 
entering the lists) is taking place in the second year, 
which shows an average of £,14,200,000 a day. Pro. | 
fessor Wolff towards the end of 1914 estimated the daily 
cost at £7,500,000, the Vorwaerts in January last at | 
£9,250,000, Mr Edgar Crammond in March last at 
£:9,300,000 (for the first year), while Dr Helfferich on 
August 20th estimated the daily cost at £15,000,000, | 
and this week at 16 to 16} millions. 

On the matter of loss of human capital, each man 
assumed to be killed or permanently incapacitated is 
taken at, roughly, six years’ purchase of his average 
productive value, as compared with the seven to 
nine years’ purchase at which M. Barriol’s oft- 
quoted figures would work out. The figures of 

| 





killed, wounded, and missing (the sick and those 
who die from disease are not included), are esti- 
mated from the best material available, and on the 
assumption of hostilities ending on March jist next. | 
It may be remarked that these estimates are very much | 
below those sometimes given, and the total is only 
here set down to enable a judgment to be formed as to 
whether they are fair or not. What we really want 
to arrive at is the number of men permanently thrown 

out of production, and to arrive at this we take the || 
killed included in the total casualties, add 10 per cent. || 
to this figure, and a further 10 per cent. of the || 
wounded, to allow for those who succumb to their |, 
wounds, who die of disease, or who are permanently || 
incapacitated by wounds or disease. The picture thus | 
obtained is probably not exaggerated in any way, | 
though figures could not be produced in support; but || 
it may be mentioned that Germany has claimed that || 
of the wounded and sick admitted to the military |. 
hospitals of the Empire to July last, 88.5 per cent. | 
were discharged fit and 9.6 per cent. unfit, while | 
the remaining 1.9 per cent. died. The dead and in- | 
capacitated on each side come out approximately equal || 
notwithstanding the estimated greater total casualties | 
on one side because of the smaller proportion of | 
prisoners in the hands of the enemy :— 





} 
} 
} 








Loss of Human Caprrau. 














anne 
cme, |e 
“ Disease 
a | and Per- 
_ Missing. ‘aa oe { 
tated. 
United Kingdom .............. 800,000 _ 235,000 
NN falc n soebintaw tiie wena dion 2,000,000 515,000 
ME: dvincskduasceestereocwons 5,000,000 980,000 
ME ois hpaxtecdihten dkddekcen ,' 00 140,C00 
Belgium and Servia ......... 550,C00 130,000 
Se ee | a Gueees fence ' 
Entente total............ 8,850,000 , 2,000,c00 } 
Germany «---...sossessseeenes 3,700,000 990,000 
Austria-Hongary .............. 3,100,000 | 860,00 | 
Turkey and Bulgaria.......... | 150,000 } 
Alliance total............. 740,000 | 1,980,000 
-_—_—__-—--- — See 
All belligerents.......... "16,250,000 | 3,980,000 


The total of probable dead and permanently incapaci- | 
tated is appalling, but is much less than is sometimes 
expected or suggested, as, for instance, by one recent 
lecturer, who put the total destruction of life in Europe 
in two years of war at nearly 20,000,000 persons. The 
population of the belligerent countries is 447,000,000, 
and the estimate of 3,980,000 represents 0.9 per cent. of 
that population. The proportion is 0.7 per cent. for 
the Entente countries (population 304,000,000), 1.4 per 
cent. for the Alliance countries (population 
143,000,000), 1.7 per cent. for Austria-Hungary, 1.5 per 
cent. for Germany, 1.3 per cent. for France, 0.6 per 
cent. for Russia, and o.5 per cent. for the United 
Kingdom. 

The costs of the war (excluding Japan, our Dominions 
and neutral countries) in the two tables are totalled in 
the following table, and are there compared with the 
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national wealth, annual income, and annual savings in | 
the year before the war of the belligerent pr WAR OOSTS OF THE UNITED KINGDOM. 

these figures being very roughly assumed for the sake , A YEAR 2270. when we brought out our first War Sup- 
of completeness in the case of all countries except the | plement, the public had hardly begun’ to measure the 
United Kingdom, France, and Germany :— ‘extent of the financial calamity which had overtaken 
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| 
| 
} 
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| Proportion of War 








ss 
| | Costs to 
} } 
: National Income | National Savings | , 
| National Wealth. per Annum. per Annum. | War Costs. s ‘ 4 
| | si4|3 
= 5 a 
ion aoapliaoniile (caine onilimeallpeliaeaiel tal el a 
United Kingdom ..........| 18,000,000,000 (390) | 2,250,000,000 (49:0) 375,000,000 (8-2) | 000, 6) | 88) 
France ....seessseeeeee++| 13,000,000,000 2) 1,500,000,000 (37°5) | 250,000,000 (6-2) 1,915,000,000 (47:9) | 14-7 128 766 
MEE sedbekdaacctchedas | 12,000,000,000 (70) | 1,500,000,000 (88) 250,000,000 (15) | 1,695,000.000 (100) 141 113 678 
SN ite hiehih ea tecemetidiid | 7,000,000,000 (200) | "850,000,000 (243) | 125,000,000 (3-6) 410,000,000 (11:7) 59 | 48 328 
Belgium and Servia........| 2,750,000,000 (210) | 350,000,000 (269) 60,000,000 (4°6) | 265,000,000 (204) 96, 76 | 442 





— asounl —_—_ —————————— 
———— NS ————— 


—— _ EEE 
Entente total ........| 52,750,000,000 (173) | 6,450,000,000 (21:2) 1,060,000,000 (3:5) | 5,975,000,000 (197) 113) 93 564 


{ 

—— | j 
16,000,000,000 (235) 2,100,000,000 (30:9) 350,000,000 (5:1) 2,545,000,000 (37-4) | 159 | 121 727 
9,000,000,000 (180) | 1;200,000,000 (34-0) - 200,000,000 (4-1) | 1,435,000,000 (28:7) | 159 120! 717 
1,750,000,000 (70) | "200,000,000 (8.0) | 30,000,000 (1:2) | 210,000,000 (8-4) | 12:0} 105 700 











GerMaNy cccccccccccccces 
Austria-Hungary .......... 
Turkey and Bulgaria ...... 











| 


Alliance total ........| 26,750,000,000 (187) 5,500,000,000 (24:5) 580,000,000 (41)  4,190,000,000 (29°3) | 15:7 | 120 


"722 


——  — —  —— ———— —___—___ —___—_—_ —— 
All belligerents........  79,500,000,000 (178) 9,950,000,000 (22:3) |1,640,000,000 (3:7) | 10,165,000,000 (22,7) 128 | 102 620 





No attempt is made in the above figures to allow for} us in common with the other belligerent Powers. 
the destruction of buildings, railways, agricultural | Gradually as our Army and our expenditure rose from 
values, &c., the considerable loss of production in| million to million, and the exchanges began to turn 
Northern France, Belgium, East Prussia, Poland, | against us, intelligence, curiosity and anxiety grew. 
Galicia, and Servia caused by the enemy’s ocupation | But even now the meaning of it all is hardly appre- 
of territory, the cost of pensions, the destruction of | ciated. In the following table we give the war costs in 
ships and their cargoes, the decrease in stocks of food, | millions of pounds, exclusive of the normal expenditure 
metals, and other raw materials, the obsolescence of | on Army and Navy (£,80,000,000 per annum) and of 
machinery used for making munitions, the loss of in-| interest on the War Debt. The figures for the last 145 
crease of wealth, due to stoppage of the normal invest-| days are the Budget figures (of September 21st) for 
ment of new capital, the diminution of future trade and 1915-16, less the known expenditure of the first 220 
income caused by the war, and, above all, the very large | days of the year. The figures in brackets show Mis- 
depreciation in the prices of securities and in the value | cellaneous ’’ as it would appear if pre-moratorium bills 
of other assets. These additional factors add largely to | are excluded :— 
the loss of wealth and income. (Millions of pounds.) 

The cost of the war to the Governments concerned '|~————SC<;73}FSsé<SStSStS”St*SS 
will be largely expressed in additions to their national Army  Ex- 







































































Miscel- | 
debts. Making allowance for amounts raised by me een laneous. | some. 
current taxation (in the case of the United Kingdom | __s_ ——————— 
only) and for the issue of stock at a discount, the 119 days to 30/11/14.... 102.0 | «3 | 246 357.0 
following figures may be offered on the basis of the 7 F aes wees a sem dane | see 
direct costs given above :— (35 "ois ll 770) wo) 43 | 883 
Sethi $$$ — |. ~ eee....| Eel 2 | 9808) ie 

Stee fads | Addition to! Rate| Interest Sk 6/lljl5 .... 133.2; 720 | 26.0 (3.6) | 251.2 
National |ofIn- per 7 (48. 051. 
ote Wat Baste ete aR. (462 guns BEE) BBS | Be ca eR 
deantnadl napitgaaesiiine lanai —| 
L x % © ann | 4.8 | 116.6 (806) 1,697.0 
United Kingdom... .| 1,550,000,000 1,380,000,000, ‘5 | 69,000,000 605, —«S1/3/16_ .... 1,105.6 474.8 | 116.6 (806) 1, 
France ...0...++++- 1,655,000,000) 1,900,000,000) 5 — 95,000,000 | AVERAGE per Drem (millions of pounds). 
Russia ............~| 1,425,000,000| 1,500,000, 5 . 75,000,000 
Italy eee 360,000,000 400,000,000 . 75. 000,000 | Army Ex- | ; . 
Belgium seseeeeees| 120,000,000, 120,000,000 _ 6,000,000 | and | ternal) Hi8cel- | motel. 
rvia & Montenegro} 100,000,000 100,000,000| 6 6,000,000 | lameous. | 
nceeneeeen Gncieeactiiibdladiiincineel { | Navy. | Loans. | 
Entente countries..| 5,210,000,000 5,400,000,030) 5 271,000,000 | aL. me 
| | Says to SONIA -...| 9861] 929 | gig | 3am 
Germany ..........)2,100,000,000) 2,100,000,000, 5 105,000,000 73 * 5 a **** 193" ! 036 015 244 
Puskoy neMT---| HeGono Doo “iepponone ef | soonone| 35. AN/WS......| 220 | os | o12 | 24 
jas :........| ae 30,000,000 6 2000000, 55 ., 11/9/15...... 2.10 | 105 | 0.18 (0.08) 3.33 
ancieeaaiaiiaatann atime soninecncnee| SB op QAYAE......| S| LD | OCGA 42 
Alliance countries .| 3,370,000,000 3,430 000,000 5°3 182,000,020 460 6/11/15 63 049 “9.16 (0.10) 993 
ee ” eeeeee . . | . . ° 
All belligerents. . . .| 8,580,000,000} 8,830,000,000! 5-1 453,000,000 145, S1/S/M6......, 246 | 1.7L | 0.28 (0.22) 4.45 
. 182 | 0.79 | 0.19 (0.13) 2. 
Roughly, the effect of the war will be to increase the | A 


pre-war debts of the Entente countries by 60 per cent.,| The statement of Mr Asquith in moving the Vote of 
and to double the debts of the Alliance countries, while | Credit on November 1oth threw light for the first 
the interest charge will be increased in much greater | time upon the way in which the important item of 
proportion, and the cost of pensions will be added. external loans is growing. Clearly, the items which 





In the above figures no allowance is made for the | mainly call for attention are the military expenditure 
war debts of our colonies or of Japan, or for the and these external loans. As to the former, its enor- 
expenditure necessitated by the war in the case of | mous increase may safely be ascribed (1) to the Muni- 
neutral countries, all of which would add a considerable | tions Ministry, (2) to the numerous expeditions in 
Europe, Asia, and Africa, and (3) to the enlargement 
of the Army, which is now to be swollen to four millions 


amount to the total given, though by comparison with 
it they fade into insignificance. 
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of men.* Moreover, loans to the Allies (‘* these 
gigantic and startling figures,’’ to use Mr Asquith’s 
phrase) are increasing alarmingly. In the period 
to March 31, 1915, they represented an addition 
of 18% per cent. to the Army and Navy expenditure, 
but this proportion increased to 234 per cent., 50 per 
cent., and now to 54 per cent., while it is expected 
between now and March 31st next to be no less than 
7o per cent. Of the £226,500,000 so far lent, 
apparently £:187,100,000 has been advanced to foreign 
Powers and £39,400,000 to our Dominions. The 
amount to be lent between now and March 31st next is 
estimated at £248,300,000, or more in 145 days than 
in the 460 days past. 

The liabilities of the Government to the Bank of 
England on account of pre-moratorium bills and 
advances to foreign Powers have been settled to 
August 18th, £ 50,000,000 being paid in these respects 
between July 18th and September ith, and 
£54,000,000 between September 12th and Novem- 
ber 6th, or a total of £104,000,000, of which it is 
evident as much as £76,400,000 is in respect of loans 
to foreign Governments and only £27,600,000 in 
respect of pre-moratorium bills. Certain other loans 
have been made to foreign Powers by the Bank of 
England since August 18th which do not appear in the 
tabled figures to November 6th, because they have not 
yet been repaid to the Bank. 

The miscellaneous expenditure of £75,700,000 to 
date can be divided up thus :— 


£ 

(1) Food supplies ....... - 31,100,000 Of which £24,600,000 paid 
before June 6, 1915. 

(2) Pre-Moratorium bills.. 27,600,000 All paid between July 17 
and November 6, 1915. 

(3) Railways .......000. - 8,000,000 Of which £6,900,000 paid 
before March 31, 1915. 

(4) Miscellaneous ........ 5,400,000 

(5) Fallingunder (1), (3) and 

(4), but placeunknown 3,600,000 


75,700,000 
The two first (the most important items) are of a 
temporary character, and, like external loans, are 
expected to come back to the Government. In the 
main, the real permanent cost of the war, if the loans 
are all good, is the Army and Navy (including muni- 
tions) expenditure. 

To meet the cost of the war the first long-dated loan 
was offered in November, 1914, to the amount 
of £350,000,000 (fully subscribed and netting 
£:331,000,000), being the 34 per cent. War Loan, re- 
deemable 1925-28, and issued at 95 per cent. The 
second issue was made in July last, consisting of 4} 
per cent. War Loan, redeemable 1925-45, offered with- 
out limit of amount at roo per cent., and resulting in 
cash subscriptions of about £590,000,000, of which 
£570,000,000 was subscribed in amounts of £100 and 
upwards, 15,000,000 through the Post Office in 
amounts of £5 and upwards, and £5,000,000 in 5s, 
10s, and 20s vouchers. The total of the new loan 
is about £859,500,000, owing to conversion of older 
issues, a subscriber of the new loan being entitled in 
respect of each £100 subscribed to convert £75 of 2} 
per cent. Consols for £50 of the new loan, £78 of 2} 
per cent. Annuities for £50, £67 of 2% per cent. 
Annuities for £50, or £100 of War Loan 1925-28 
(with a cash subscription of £5) for £100. The effect 
of the conversion with the cash subscribed in connec- 
tion with it (accounting for 71 per cent. of the cash 
proceeds of the new issue) is as follows :-— 





























Amount Cash 
Present A 
Before Converted. 8 
: Yonversion Amount. — 
£ £ £ £ 
2k % Consols ...........000- 536,101,161 | 204,000,000 | 332,100,C0° | 272,000.000 
24% BERGE... 0c cbdeues- 29,812,405 7,500,070 | + 22,300.000 9,610,000 
2? % Annuities ..........00. 3,813,566 1,000,000 2,8°0.000 1,340,000 
Oe Ie WOO TIN. .. ccececk bea 350,000,000 | 135,000,000 | 215,000,000} 141,750,000 








_______| 819,727,132] 347,500,000 572,200,000 | 424,700,000 
For £6,750,000 of the subscription by 3} per cent. War 


* Why should not the daily expenditure of the Munitions 


| Ministry and the cost of each of our expeditions be disclosed 


the House of Commons? 
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Loan holders, stock was not issued. As Government 
Departments held £184,000,000 of Consols and the 
bulk of the annuities, it appears that more than half of 
the pre-war funded debt in other hands has been con- 
verted and the interest upon it raised. 

The amount issued of the 44 per cent. War Loan is 
made up as follows, in round figures :— 





£ 
Exchanged for 24 % Consols” ....eeeeeeeseeeeereees 136,000,000 
= in af o% Annuities ......-.ee0 séwneses 4,800,000 
“< 23 % Annuities ........seeseeeeeees 700,000 
a“ 34 % War Loan and £6,750,000 ...... 135,000,000 
Reduction in nominal amount, $71,000,000, to...... 276,509,000 
Stock subscribed in cash on conversion ....s+.+++-- 418,000,000 
wa a apart from conversion........+++. 165,000,000 
Total issued.....ccccecscccccccscsccsssecs 859,500,000 


In October last the British and French Governments 
issued a loan of $500,000,000 in the United States 
under their joint and several guarantee, the sterling 
equivalent being £107,000,000 at the then rate of ex- 
change and £,103,000,000 at normal rate of exchange. 
Half the amount was allocated for French and half for 
British purposes. It was underwritten at 96, and 
offered to the public at 98, at which price it yields 54 
per cent. It is redeemable at par in October, 1920, 
but by notice given by April, 1920, can be converted 
into 15-25-year joint-and-several 44 per cent. bonds 
of the two Governments redeemable at par. 

These three War Loans have produced £,974, 500,000. 
The further cost of the war has been mainly financed 
by the issue of three, six, nine, and twelve months’ 
Treasury bills, which at December 11th totalled 
£358,394,000, all except £ 10,000,000 (issued at 
£2 175 1d per cent. discount and due on February 27th 
next) being sold (from the middle of April last) by the 
new over-the-counter method instead of by public 
tender. The discount rates on these over-the-counter 
bills have varied as follows :— 

From From From From 
April. Aug.9. Oct. 27 Nov. 12. 
% o/ 


fo % % 
Three months’ bills......-. 23 «- 44 «- 49 5 
Six months’ bills ........+. Se te He 5 
Nine & twelve months’ bills 33 .. 44 .. 5 5 


The last-mentioned rates were offered with a view to 
improve the foreign exchanges, and they mean that 
the Government is taking money on deposit at 5} per 
cent. interest in amounts of £1,000 and over, as com- 
pared with the yield of 44 per cent. on the second War 
Loan at issue price (the stock, as events have shown, 
being subject to depreciation) and with the 24 per cent. 
paid on Savings Bank deposits. In time the rate on all 
the Treasury bills issued may reach 5 per cent, discount, 
As we go to press comes the announcement of an un- 
limited issue of 5 per cent. 5-year Exchequer bonds. 

What will the expenditure amount to if hostilities 
cease on March 31st next, the date to which the above 
table is taken? Remembering the months of armistice 
which must follow before a peace treaty can be 
arranged and ratified, that during this time the Army 
and Navy must be fully kept up (though the expendi- 
ture, especially on munitions, would be sensibly re- 
duced), that following the peace treaty there will 
necessarily be only a gradual disbandment of troops 
and a return to normal conditions, and that only ex- 
ternal loans will (presumably) cease at March 31st, 
one can add £3,000,000 a day for a further four 
months—to represent not only the expenditure of that 
period, but of the whole period of clearing up after 
hostilities are at an end. 

The way in which revenue and expenditure have in- 
creased above normal, the growing interest on the war 
debt, the revenue from new taxation, the total cost of 
the war on the assumptions made above, and the net 
cost after allowing for additional revenue to the end of 
March 1917, can be seen from the following table. 
The amounts to 1915-16 inclusive are actual or Budget 
figures (except as to the War debt interest for 1915- 
16), as is also the revenue set down for 1916-17. The 
figures are in millions sterling :— 
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: | : | 
| 1913-14. 1914-15.| 1915-16.| 1916-17 Total 


—_—_-ooooO —_—_—— } 
Total expenditure... 198) 561) 1,59 666 























| 
Total revenue ...... |} 198; 227) 305! 387 | 
-———|} | 
Deficit ...... |} « | 334] 1,285 | 279 | 
Seyeebeie.cc| .. (| SCoae | 1,340! 378 | 2,075 
War debt interest | w 4 3 | 52 | 90 145 
Total cost....) .. | 360) 1,392 | 468 | 2,220 
New taxation, &c., in excess 
SONU Sse 8 ovis cains 26 | 107, «189} = 322 
|_|} —_|j_ ___ 
DORE sissticcceda --| 334) 1,285 | 279 +1898 
Recovered on food supplies, pre-moratorium bills, &c. (say) 58 
To be raised by addition | to pre-war National Debt ...... ~ 1,840 


Of this amount of £1,840,000,000 to be raised by 
loans, £974,500,000 has already been secured on loans 
of a nominal amount of £/986,750,000, or a net dis- 
count of £12,250,000. This leaves to be raised a 
balance of £865,500,000. If this is secured at par it 
will mean a total addition to the pre-war Funded 
National Debt of £1,852,250,000,000. The pre-war 
Funded and Unfunded Debt amounted to £648,925,210, 
of which £71,000,000 has been cancelled under 
the second War _ Loan conversion, leaving 
4£:578,000,000, and resulting in a total for the Funded 
and Unfunded Debt of £2,430,000,000 as at the 
assumed end of clearing up the war. As the first 
and second War Loans were issued to yield 4 per cent. 
and 4} per cent. respectively, and as the Government 
is borrowing on temporary Treasury bills at 5} per 
cent., one m.ay provisionally assume the yield on the 
loans yet to come at 5 per cent. We shall then have 
a National Debt falling within the permanent or fixed 
annual charge as follows, assuming all unfunded debt 
is funded :— 





Nominal Interest 

Amount. per Annum. 
£ 
5 % New Loans ........... eseeeeeee 905,000,000 .. 45,250,000 
5 % Anglo-French Loan, 1920(1940-50) 53,600,000 .. 2,575,000 
44 % War Loan, 1925-45 .......... -- 859,500,000 .. 38,677,000 
3— % War Loan, 1925-28..... eeeeees 215,000,000 .. 7,525,000 
Terminal Annuities (-ay)...... sees» 26,200,000 .. 2,650,000 
Total redeemable debt........ 2,059,200,000 .. 96,677,000 
23 % Annuities ....... Sedeescececes 2,800,000 .. 77,000 
24 % Annuities........ ceccccccvese 22,300,000 .. 557,000 
SS GEE sk dndeicctdcdceses eeeeee 332,100,000 .. 8,303,000 
24 % Bank of England and Bank of 

Ireland debts ....... edecccecs «s+» 13,600,000 .. 341,000 
Total National Debt.......... 2,430,000,000 .. 105,955,000 


The average rate of interest works out at 4.36 per 
cent. 

If the amount required reaches the estimated figure, 
however, the interest will be larger than that given 
above. Already the rate of interest on the converted 
34 per cent. War Loan, Consols, and the Annuities has 
been raised, and the whole of the £859,500,000 of 44 
per cent. War Loan carries the right of conversion at 
par plus accrued interest on the issue of any future 
internal War Loan. A further right of conversion 
may be given to other existing issues, but on the 4} 
per cent. issue alone a rise of $ per cent. means an 
addition to the fixed interest charge of £ 4,300,000, 
raising the total to £:110,300,000, and the average rate 
to 4.54 per cent. This rate cannot be lowered for 10 
years to come. The interest on the pre-war Funded 
and Unfunded Debt was 419,000,000, and the excess 
is, therefore, in the neighbourhood of ‘90,000,000. 
These figures, of course, are apart from any allowance 
for redemption, and in this connection it is to be noted 
that before the war the redeemable portion of the 
Funded and Unfunded National Debt was under to per 
cent., while after the war it promises to be 85 per cent. 

Against this National Debt of £2,430,000,000 we 
must set off £475,000,000 of loans to Foreign Govern- 
ments and our Dominions, and, taking the interest on 
these as 5 per cent., the set-off would reduce the debt 
to £1,955,000,000 and the interest charge to 
£86,600,000 per annum. To this must be added the 
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annual cost of pensions. The amount owing by 
foreign Governments (after deducting money raised in 
the United States) promises to be £425,000,000, 
probably with Russia heading the list, and France, 
Italy, Belgium, Servia, and neutral countries following 
in that rough order of importance. The remaining 
£50,000,000 will be owing mainly by Australia and 
Canada, and to a less important extent by South 
Africa, New Zealand, and Egypt. In the course of the 
Napoleonic wars our external loans amounted to 
4,46,289,459, in addition to supplies of arms, clothing, 
and other stores, which would probably bring the total 
to £,55,000,000. 





THE EXPENDITURE ON OUR GREATER WARS. 


FOLLOWING is a table which is based upon one contri- 
buted to the report of the Economic Section of the 
last British Association meeting. It attempts to 
show, for the United Kingdom only, the direct costs 
of the Napoleonic, Crimean, Boer and the present 
wars (exclusive of pensions, &c., paid afterwards and 
exclusive of interest on war debt during the wars), the 
proportions of that cost raised by loans and out of 
taxation, and the resultant increase in National Debt 
service per head per annum, with the proportion of 
national income paid in taxes before and after each 
war. For the earlier wars the figures are necessarily 
only approximate. The direct cost of the present war 
is taken at the £2,075,000,000 shown in the fore- 
going article, less £475,000,000 of external loans and 
£58,000,000 recoverable in respect of food supplies, 
pre-moratorium bills, &c. Nothing is allowed for pen- 
sions, which will very appreciably increase the cost 
shown. The amount raised out of taxation 
(£115,000,000), based on actual and Budget figures, is 
the amount of new taxation, less the interest on the 
war debt for the two years to July 31st next. The 
annual debt service is based on the £86,600,000 per 
annum already shown, and represents interest only, no 
redemption being allowed for. ‘The annual taxation is 
the amount of some £347,000,000 contemplated by the 
last Budget for 1916-17, and may be exaggerated as 
applied to a year after the war, though one must re- 
member not merely the increase in debt service shown, 
but the necessity for providing for redemption, and 
especially the heavy cost of pensions :— 


French | Crimean Boer Present 
| _ Wars, War, | War. War,1914-16 
| 1793-1815. | 1854-1856. | 1899-1902. | estimated). 








Population of the United, Millions. | Millions. | Millions. | Millions, 
Kingdom .......2.sccess: | 15.0-19. 27.9-28.35 41.2-42.6 46.1-46.7 
Direct cost of war to the 





| | 
United Kingdom ........ £ | £6% | £711 £1540 
CS eae £37 8 £2.4 £5.0 £33.2 
Raised by National Debt ....| £436 £32 £145 £1,425 
Do proportion ............ | 67% 478 GOs 6% | 928% 
Raised out of revenue during | | 
Mba inexdnwbtyindtanes | £214 £354 | £68 | £115 
Do proportion ............ | 33% 545% | +32% | 8% 
Portion of cost raised annu-| 
ally out of revenue during i 
Wi adddvectcccccssboadss £11 


£134 £25 £574 
Annual debt service per head! | 
per arnum before and 
GE WE a cnccses oees 
Annual taxation per head per 
annum before and after 


| 
} j 
13/—32/6 | 22/—23/ | U/6—13/6 10/6 -37/ 





Es siveticntenseniintal 25/9—53/6 | 42/48; | 44/3-55/6 | 75/6—149/ 
National inceme per annum 


before and after war ....| £250—£300 £500—£550 £1,600-1,800 £2,250 
Proportion of National in- 
come paid in taxes before 


and after war............ 72% —173% | 11%—12% | 53% —64% | 73%—154% 
National] savings per annum | 
before and after war ....| £40—£50 | £80—£90 | £270—£300. £375 


The actual receipts and expenditure for the years 
1793 to 1815 inclusive amounted to :— 











£ 

PROSSND GiGm URED once cdscccccccsccvecceessess 1,063,000,000 
Receipts from loans, less amounts redeemed during 

Ce OMOE i ivccccccces Sd cedesceesscces Ceececes 436,000,000 

499,000,000 

Public expenditure ........ccscccccsccccecs «e++ee 1,017,000,000 

Interest on funded and unfunded public debt...... 471,000,000 

1,488,000.000 





To get at the total for the war alone we have to de- 
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duct the normal amount of the items. The public ex- 
penditure apart from interest was £,7,670,109 for 1792, 


and from #£,15,834,649 (1835) to £/25,808,508 (1826) | 


for the 30 years 1817-46. The interest paid and taxes 
received for 1792 amounted to £ 9,767,333 and 
£,19,258,814 respectively. Deducting interest at the 
1792 level and public expenditure at an average of 
£14,000,000 yearly, the war receipts and costs figure 
as follows :— 


£ 
Expenditure on the war, 1793-1815 .......... eeeeee 695,000,000 
OTN: cccddnsndtiadanasdds iene wae cone ,V00, 
649,000,000 
Interest on war debt, 1793-1815 ....... slain tee os a lice 246,000,000 
895,000,000 


During the 123 years covered by the table the popu- 
lation of the United Kingdom has trebled, and not- 
withstanding this great increase, the national wealth, 
income, and savings per head have trebled—i.ec., they 
have increased in total nine times. There are some 
curious parallels between the Napoleonic Wars and 
the present war, more particularly in the cost per head, 
the amount of the annual debt service per head, and 


particularly the proportion of the national income paid 
in taxes. 





BUDGETS, DEFICITS, AND DEBT CHARGES 
AFTER THE WAR. 


How will the belligerent Powers pay their creditors 
after the war? This question is already agitating 
financiers, and the rates of interest indicate that even 
rich people prefer hoarding to subscribing war loans. 
Nevertheless, there is a bright side to it. Just as after 
the Napoleonic wars poverty kept the peace in Europe, 
and prevented the outbreak of another great European 
war for nearly 40 years, so (when this catastrophe is 
over) military ambition will not have the funds for 
many years to embark any of the great European 
Powers upon another great war. In order to illustrate 
this, let us take the Budgets of the six European 
Powers now at war, and compare them as they were 
before the war with the position approximately esti- 
mated after the war on the hopeful assumption that a 
return to, peace expenditure will begin with the end of 
the financial year March 31, 1917, and on the further 
assumption (which our readers may or may not con- 
sider hopeful) that Europe in that year will beg or 
borrow enough revenue to provide for civil, military, 
and naval expenditure on the scale of 1913-14. We 
begin with Great Britain, France, and Germany :— 


Unirep Krxcpom. 
1917-18 
1913-14. (In Millions 
£ Sterling). 
 cntisiedceennanindndcs 28,346,000 ee ee 28 


OVY cn ccccccccses esses 48,833,000 ..., 
Debt Service .............. 24,500,000 94 


Civil Service & miscellaneous 95,814,000 .... 3 
197,493,000 »» 265 
France. 1913. 
£ 
UT Ni cktiscccssccdvccckat 39,329,000 .... 39 
Mavy ....ccccceceseeeee esse 18,687,000 .... 18 
I eins scoic alsa atacian 51,457,000 .... 146 
Other expenditure .......... 80,071,000 .... 80 
conetiemnaetnengee shat 
189,544,000 .... 283 
GERMANY. 
913. 
£ 
ictinsincivecawécdinie -» 73,833,000 .... 73 
OUT 5. orccvccescocsesccess 24,013,000 .... 24 
Debt service........ aa - 12,178,000 .... 117 
Other expenditure .......... 74,917,000 .... 174 


—_ 


184,941,000 .... 288 
Thus, assuming that we return to the taxation of the 
year 1914, and that commerce will have sufficiently re- 
covered to return the same yield, the deficits of the 
three countries would be: United Kingdom, 68 mil- 


"® Aaanming thon Wo eee 
* Assuming that all loans made to Allies and Colonies are good. | 
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lions ; France, 93 millions ; and Germany, 103 millions. 
If any of our correspondents or readers can throw 
further light upon this problem, or enable us to arrive 
at more probable estimates of post bellum expenditure, 
we shall be grateful. The broad results, however, are 
certainly true. We shall have to maintain and pro- 
bably add to our present taxation, while Germany and 
France will have to devise an enormous increase of 
taxation as soon as the war is over. 

We turn next to Russia, which may suffer less pro- 
portionately, if by any means an honest system of 
finance and administration can be established :— 


Russia. 
1917-18. 

1913 (In Millions 

£ Sterling.) 
BONN sé cadsinneceesns eedeee 58,110,000 .... 58 
Navy oneesecececeoscese 24,485,000 .... 24 
BR i docdaanisaddateds --+- 42,438,000 .... 117 
Other expenditure....... .-. 184,392,000 .... 184 
Revenue 1913, 345 millions. . 309,425,000 383 


The taxation of Russia is dominated by the stupidest 
and most corrupt sort of Protectionism, but it is hardly 
so oppressive as that of Italy. After this war the Italians 
will perhaps find social and economic salvation in the 
gospel of Free-trade :-— 


IvaLy. 
1917. 
1913-14. (In Millions 
£ Sterling.) 
BEM 05. ccccceccess oe -» 16,973,000 .... 16 
WAVY ccccccccccccccccccce BARERSDR .... 
BONS cccnsscccccsccccavecs - 18,656,000 .... 38 
Other expenditure.......... 58,939,000 .... 58 
104,837,000 .... 122 
We turn from Italy to Austria-Hungary, whose 
financial position after the war looks quite 
desperate :— 
Avustria-HvUnGary. 
1917-18 
1913. (In Millions 
£ Sterling.) 
Army ee eeee eerereeee ee ee eeee 23,852,000 eee 23 
DING ccicccccsccsece coccceee 3,094,000 .... 5 
DOUG oc cccccccccscccccsece . 33,129,000 .... 99 


Other expenditure .......... 177,563,000 .... 177 


237,638,000 .... 302 

The only hope for Austria and Hungary seems to lie in 
a funding scheme like that which has been devised for 
Brazil. And the longer the war lasts the less will the 
creditors get. 
Turkey has long been the Sick Man of Europe, and 
after this war the Ottoman Empire will probably dis- 


appear. The position may be somewhat as follows :— 
TURKEY. 
1917. 

1912-13. (In Millions 

£ Sterling.) 
PE nenssnasosceces eisai 11,624,000 .... ll 
OND seis cdedacecdosunssese 1,750,000 .... 2 
Me biti Aetacds eeesccee =. ED Scene 
Other expenditure .......... 15,736,000 .... 15 


34,564,000 .... 42 
The revenue of Turkey in 1912-13 was only 27 millions 
sterling, but if ten millions were struck off the Army 
and two off the Navy some tolerable composition with 
the public creditors might still be possible. 





THE FOREIGN EXCHANGES. 


NEVER before has so much attention been focussed upon 
the movement of the foreign exchanges as during the past 
few months, when the importance of sound finance 
has become more fully realised. In our Supplement a 
year ago, we pointed out how utterly demoralised the 
exchange markets became on the outbreak of war, rising 
to abnormal heights in favour of London. For England 
is nearly always in the position of creditor nation, and 
the exchanges have centred round the sterling bill, so 
that when London called in her short-dated obligations, 
great difficulty in obtaining sterling remittances was 
experienced, and in some centres they were unobtainable 
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at any price. In the case of New York it is stated that 
transactions went through at the rate of 64 dollars to the 
pound, the normal rate of cable transfers being 4.86}. 
But during the present year the position has become 
quite different. 


gerents, while their productive capacity has been 
seriously reduced, so that an unfavourable balance of 
trade has developed, and the rate of exchange has 


gone more and more against such countries, and turned | ¥ 


in favour of the principal neutral nations. The position 
in the case of Germany and Austria is, of course, modi- 
fied by the fact that their foreign trade has been re- 
duced to a minimum. The most striking instance of 
this development is the movement of New York ex- 
change on London. The following table shows the rate 
at the beginning of each month of the present year :-— 


New York Case TRANSFERS. 


(Normal rate, 4.863.) 
TOMUATY ccccccccccccce FGA) July 2c... cc cccccceees 4.77 
WOReUary cccccccccccccs 4.84 | Augmat ........cccccces 4.763 
Maro ..cccccccccee «+» 4.813) September ............ 
A ee eeeenerenevee . 4 October........ eeeeree *f cal 
BY coccccees eoeccccce 4.793 | November............ -. 4.65 
FERO cccccecccecers ee 4.783 | December........... ese 4.703 


The monthly returns of foreign trade have shown how 
abnormal the excess of our imports over exports has 
been. But in addition there is the purchase by the 
Government of enormous quantities of war material 
and foodstuffs from the United States has been re- 
sponsible. The sale in New York of American securi- 


ties to the extent of many millions sterling has had! 


but a slight counteracting effect, and so unfavourable 
had the position become in the autumn that the Anglo- 
French loan in America had to be arranged. But, as 
will be seen from the table above, the rate has not been 
restored to normal, and further proposals have been put 
forward, culminating in the scheme for mobilising our 
American securities, propounded by Mr McKenna on 
Monday. 

France is in very much the same position in regard 
to America, but is also a heavy debtor to us, so that the 
Paris cheque on London has risen very high. For the 
first few months of the war the rate was below par— 
that is, against London—but since February it has 
risen steadily, touching 27.60 in September. This state 
of affairs is rather surprising when it is remembered 
that the large British force in Flanders requires large 
remittances to France. But in addition to a heavy 
balance of imports, the difficulty of exporting gold is 
detrimental to any recovery in the exchange. The rate 
at the beginning of each month has been as follows :-— 


Paris CHeQue. 
(Normal 25.22%.) 


EE ccccnccceqsccs GREE IDO acececsceccescsese 27.10 
February ............++ 25.104) August .......... eveces 26.99 
BNE s cctcccccscccces 25.33 |September ........... - 27.60 
MT cecccs cecccscces 25.52 |Ootober ..........eeeeee 27.23 

BYccccccccccccecs «ee 25.523| November ..........+++- 27 53 
PUD cnceccccesoccoce GREE 'RORMNEE occ 0cccee. coee TAS 


As the exchange rate of certain countries has had to 
be measured through the medium of a neutral country, 
the exchange markets of Holland and Scandinavia have 
become of increasing importance, and the position of 
the London exchange market is encroached upon by 
Amsterdam, so that Dutch currency has for the time 
being become a standard of value for other curren- 
cies. The following table shows the premium on 
Dutch currency in the middle of November :— 


Premium on 


Dutch 
Currency. 
Rate. Gold Par. % 
MN si bbewisovssevesde 48:02, .. 5926 .. 19 
WH bcics due cde aeoees oo es oan od = 
Copenhagen .......... “a ; i , a 
eer eee es ae as ree. es R 
BH Pe vecaccnccsticsic Meee 6 Ree «sa 


The following table shows the movement of the remain- 
ing exchanges as compared with the rate prior to the 
outbreak of war :— 





One of the first effects of a great war | Petrograd 
is to upset the normal balance of trade. Large quanti- | L 
ties of war material have had to be imported by belli- | po 





Beginning of— 
. | July. | Aug. | Sept. Oct. Nov. | Dec. 


1. 11.53 | 
18.20 | 1835 | 18.00 | 18.07 | 17.50 
1284 | 1474| 1358| 1379 | 142q| 148 
26.00 | 25.40 | 24.824 | 24.86 | 24.80 | 25.3 


8 
a 
£ 
8 


a 
Baee 

8 

gt 
sig" 


a 
~ 
oo 


29.278 22.75 | 29.85 | 29. 29.95 | 30. 
1234 | 124d | 12Qa | 124d | 124hd | lad 
ae Sad Gs 94 i 
484d | 484d | 48};a | 4810 
ism | 19" | 196 roa | and | aig 
: 20% | 2/04 | 2/0% | 2/1 | fide | 2/d 
Both the Amsterdam and the Scandinavian rates have 
recently moved very much against London, the Stock- 
holm rate being even slightly lower than that given 
above for Norway. In the case of Russia, the closing of 
the Dardanelles and the Baltic has prevented the ex- 
port of wheat and other merchandise which would other- 
wise have gone to pay for her large imports of war 
material. Moreover, the large issue of Russian Treasury 
bills in this country has not helped the rouble rate. 
The sensational rise in the Italian rate is also due to 
heavy purchases abroad of wheat, copper, cotton, and 
war material of all kinds. France, owing to the loss 
of Roubaix, Lille, and Tourcoing, has had to import }; 
largely from Barcelona, which accounts for the strength 
of the Madrid rate. 

THE EASTERN EXCHANGES. 

We give below various tables showing the average 
rates of the more important Eastern exchanges during 
the year. It is perhaps hardly necessary to point out in 
connection with the silver exchanges that the unit of 
exchange with Shanghai is the rate for telegraphic 
transfers on London, and the quotation is for so many 
shillings and pence per tael: the Hong Kong rate is 
also for telegraphic transfers—shillings and pence to 
one dollar. Exchange between these centres and 
London, correctly speaking, is the exchange between 
gold and silver, and as the price of silver frequently 
varies, the exchanges generally rise or fall in sympathy. 
To enable the reader to trace the connection between the 
exchanges and the London quotation for silver, we 
therefore give a table showing the average price of the 
metal for each month from January to Novembe: :— 


Monrary AveRAGE Rates of ExcHanck BeTwEEN SHANGHAI 
and Lonpon. 


5s 





s d : Ss 
January ......+- coceee 2 Bg [Tully..ccsccscccccccees 3 
February .....--+-- ~. 2 2% | August ....... coscesee OS 
March .....sceeeesses 2 September ............ 2 3§ 
April .....ceeeseeesee 2 345 | October ......... cocee 3 & 
May ....ce-es ccccccce 2 3% | November ..... eocces - 8 & 
TUNE 2. cc ccccrcccccese 2 34 | November 29-Dec.4 .. 2 7h 


Highest daily quotation during the year.... 2s 73d 
Lowest daily quotation during the year .... 


MontuLy AveRa@E Rate of ExcHance between Honcxkone and 


Lonpon. 

s 4d s d 
January ...cseceeee one : on — ae eeeee ecccecece oh 
Febru ecedeseseces MAU ce ccccce eudeue 
etic: ccc eecces 1 94 | September............ 1 
April ....ccceseeess es L 9 October ............0. ~ 2 oe 
May ..ccccccccccccee J November ..........+- 110 
TORO ccccccccccccccece 1 944| November 29-Dec.4 .. 111 


Highest daily quotation during the year.... 1s 1lgd 
Lowest daily quotation during the year .... 1s 9d 
Montuty AVERAGE Price of Sitver on the Lonpon Marker. 
Pence per oz 


Stan _ 
JaMUary co cecceeeccececcceeeeeceneees soccs: Se 
February ......eeeeeeeeeeceeeeees eceedovece 22.75 
March ......eeees: eececcescedesocccocscese 23.71 
April ...cceeeeeeseneeeereeees seesaueseees 23.71 
May eeeeerereeeeereeeerereree eeeeeeeveerrerer ere 23.57 
SEM ccc ccescsese eeeeereeene ee eerereeveeree 23.26 
July seer eeee eeeeeeeeeere ene eeneeeeee *e 22.60 
August .......eeeeeeeee queseucccuecens osese Se 
September ......-seeeereeeeeeeees acceseess 23.59 
October .......++0+: eoccese eadcceoes éceeus 23.92 
November ......- Sbdedoqnsenewdesseeeres e- 25.10 


A comparison betwen the exchange rates and the price 
of silver shows a close relation between the two, and, as 
we pointed out in our note on the silver exchanges on 
December 4th, a sharp movement in the silver quota- } 
tion immediately reacts on the exchanges. Our January | 
averages, for example, give Hong Kong dollar as} 
is 9 3-32d, Shanghai tael 2s 2{d. At the end of | 
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November, with silver at 25.10d, the dollar and tael 
respectively were quoted at 1s 10}d and 2s 5fd. 
benefits accruing from these movements in the silver 
exchanges depend upon the position of the trader ; other 
things being equal, a high exchange is favourable to the 
Chinese importer, and unfavourable to the Chinese 
exporter. 

The other important rates are those of Japan and 
India. We mention these two last because the currency 
of both countries is really on a gold basis. Japan 
adopted the gold standard in 1897, the unit of value 
being the gold yen, worth 2s o}d, and, as the following 
table indicates, the quotation tends to remain in the 
region of that figure :— 


AVERAGE YEN QvuotTaTION for TELEGRAPH TRANSFERS. 


s da 
PE Lievidedindssisetehances aba .... 2 OB 
I Cciasdyeiauckdeencs cunhandbeiamen 2 O44 
I tetihihsciark atric dh vue sgahtaluaacnieaaeicael 2 03 
PE Wieiieikg sa deihicn a pitaianeies Haccnmeiiveed 2 Of 
DP ALGRAUARA CAVE Rhenonk meen thsmaan 2 07 
CMSA sb cheNe eden s hn dee SN aMNN 2 O04 
Asa thideehs Chins cmeheniwatemeeeee 2 O04 
NS Shitandnyentseethossemsecnibendnee 2 0 
UNE sii sihihsninesehitd- nti aniiecnamiiy cunines 2 04 
DL aidchacnduninbaVaeNannmine ets adiscta 2 ik 
PED Ua cdisdus senveehkecencenadtbanee 2 148 


It is hardly necessary to tabulate the averages of the 
Indian rates (Bombay and Calcutta), since under the 
gold exchange standard the Government can maintain 
exchange within arbitrary limits. In the early period of 
the war some difficulty was found in operating at all, but 
from August 4th onwards the Indian banks were ready 
to sell demand on London at 1s 32d, although a con- 
siderable time elapsed before telegraphic transfers were 
sold freely. The demand for the Indian Council bills 
also declined seriously. During the present year, how- 
ever, things have dropped back more into their normal 
course, practically the only difference being that owing 
to the longer period now taken by the mail boats a 
system of deferred transfers has been instituted. These 
deterred transfers are obtainable at the same rate as the 
bills, and are payable in India 16 days after deposit of 
their amount in London. The highest and lowest rates 
for Councils during the Government year 1914-15 was 
Is 4 1-32d and 1s 34%d, and exchange itself tends to 
fluctuate between these two limits. The total amount 
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— the year before the war broke out. Not only 
therefore was the first shock of war creditably borne, 
but the year that is now drawing to a close has been one 
of steady recovery until now, when the latest reports 
from official quarters all point to the existence of 
prosperity, both agricultural and industrial. 

First and foremost Canada has been blessed this year 
with a magnificent harvest. The wheat crop was esti- 
mated at over 300 million bushels, or gt per cent. in 
excess of last year’s yield. Manitoba and Saskatchewan 
both doubled their last year’s figures for wheat. The 
total crops of bariey, rye, and flax seed also showed 
enormous increases. What a crop like this means to 


Canada has been very picturesquely described by the 
High Commissioner :— 


of bills and telegraphic transfers which have been sold 





THE UNITED STATES AND CANADA. 


Tue financial and economic history of the United 
States since January last has been very remarkable in- || 
deed. Everyone is acquainted with the outlines—how |} 
the exchanges with Europe, and especially with Great 
Britain, which went against New York at the outset || 
of the war, became more and more favourable as the || 
demands of the Allies for more munitions grew and |) 
grew. This demand was reflected in the Stock Ex- 
change boom in War Order stocks, which commenced 
in the spring and culminated in the autumn. In general, 
trade, which was very bad last winter, gradually im- 
proved, in spite of our blockade policy, and bumper 
cereal crops with fairly high prices restored prosperity 
to the Western farmers, and enabled them to pay off 
some of their debts. We propose, however, to post- 
pone our survey until we have seen the American re- 
view of the financial vear. 

As to Canada, it is gratifying to report a decided 
recovery, both among farmers and industrialists. The 
effects of land inflation are still felt, but excellent crops 
and high prices for all Canadian produce have done 
wonders. A year ago the Canadian Dominion was 
facing a very serious economic crisis. The harvest had 
been very much below the average; development and 
constructive works throughout the Dominion had been 
checked by the cessation of that constant stream of 
British capital upon which Canadian activity had so 
largely depended for many years past. At that time 
the country had not adapted itself to new conditions ; 
unemployment was rife in many districts, and industries 
had not yet begun to feel very much of the demand for 
supplies of war material for the Old Country. But if 
fears of an economic catastrophe were entertained, they 
were, happily, not fulfilled. Canadian finance was in a 
stronger position to withstand the difficulties caused by 
the war than at any time during the past ten years, for 
the boom in land values and all the accompanying 
speculation had given way to more sober conditions 


equivalent to £.6,272,400 (taking the rupee at 1s 4d). 


To carry to the ports on the Great Lakes from the three 
prairie provinces the quantity of wheat which is available for 
export this season there will be required a train of so cars 
leaving Winnipeg every 40 minutes during the day and night 
over each of the three railway lines running East of that city, 
from October 1st to December 31st. If the 200,000 cars neces- 
sary to handle the wheat were placed on a single track the 
train would be 1,708 miles long, and would stretch from 
Regina, Sask., to Montreal. 


The movement of the crop became visible in the early 
autumn in the increased traffic earnings by the great 
Canadian railways. These bumper crops, a large por- 
tion of which has been or will be sold to Europe at 
abnormally high prices, spells prosperity for the Cana- 
dian farmer. Rumours are current to the effect that the 
Canadian Government had commandeered twenty 
million bushels of wheat, which was to be shipped 
mainly to France and Italy, but this so far has not been 
confirmed. 

The industrial towns of Canada are also receiving 
their share of war prosperity, for, as in this country, 
every imaginable kind of machinery and plant has been 
mobilised for the production of war material, and it has 
been stated recently that Allied orders connected with 
the war have already been placed in Canada to the value 
of £100,000,000. This agricultural and industrial re- 
covery would alone have gone far towards removing 
unemployment, but another factor has almost com- 
pleted the cure of that evil. Canadians of all classes, 
whether French or British by origin, have flocked to the 
colours with a magnificent patriotism, with the result 
that in many parts of the Dominion labour shortage 
threatens to become the problem that it now is in 
ooo. England. 

WAR LOANS. We have referred above to the embarrassment caused 
by the drying up of the flow of British capital. As the 












































| | | | | ial present year progressed Canadian financiers and State 

| Issued. | Title. Interest. — Redeemable.| Yield. | Raised Governments began to find in New York a substitute 

eal deald "| | (Nominal). for the London money market, and it was estimated a 

oo. Se % z month or two ago that since the war began Canada had 

United Kingdom No. 1 | Nov., 1914 | War Loan 3 borrowed from the United States a sum approaching 
: = ‘ " : 95-93°8 1925-28 4 350,000,000 ° aan : . 

United Kingdom No. 2 | July, 1915 | War Loan. (2) af '100-98'8 1925-45 45 ®) 590000000 thirty million sterling. But the most remarkable 

Anglo-French .... a ea hae eee aE —————.-.s —— ——__'—_— _ —— — feature of the year in Canada has been the recent 

eee ae External Loan (U.8.A.). (4) 5 98 | «1920 | 55 107,000,000 success of the Dominion Government’s domestic loan. 

France ..........e0s00. No.1 | Nov., 1915 | National Defence Lo oe oe This issue was for a nominal amount of £ 10,000,000 

' an. (5 5 | 88-873) 1931 5-7 a ” é es nen 

SUN kinpnptesccansed No.1 | Nov., 1915 | Nutional Defence Loan dl | 5 (808-789 1931 63 me but double that amount was promptly subscribed, and 

don issue). (6) | the Government decided to retain the whole of the sub- 

Germany ......... es 014. ; eamemeumnaries: peer gas [ona ere scriptions and establish the second £10,000,000 as an 

Germany pemunabeneaesiea Nol | ae” i914 adios | ; | ort oa zs ene Somat credit to assist in the eh ab for war con- 

ean Remy ream ciel | a? | March, 191£ Imperial Loan. | §S | 98% | a 51 453,000,000 tracts placed in Canada. Thus, after having figured 

F Seshnecesenes as Sept., 1915 | Imperial Loan. ! 5 | 99 | 1924 5:0 608,000,000 year after year as our constant and heavy debtor, 

i steed ee No. 1 | Nov., 1914 oo purer renee: eas Sea eee Canada has suddenly transformed herself into a creditor 

Austrie 200000 No. 2 | June, 1915 ed ee of Great Britain. That is perhaps the most surprising 

NNN 56 ceticcnccies w..| No.3 | Nov., 1915  -*5e | 936 (2)1930 | (2)5°9 oe economic volte face caused by the war. In the banking 

tit oc ticccccus. a a. en — ——__—__ -—- figures to June 30th signs of recovery were manifest ; 

DONE cob acseaencks No 2 | ae 1915 ic 974 | 6-2 —— deposits had picked up and were higher than a year 

Hungary .............. | No. 3 | Nov., 1915 | ; rr 974 62 46,700, before, while discounts and advances showed a remark- 

(1) The lower price allows for discount oa payment in full and interest advantage. - 


(2) Will be accepted at 


(3) Cash subscription. Total amount, 

(4) Gosh neu aue eeaniabed at $4.67 er ee 
obligation of the two Governments. 
and several 44 % bonds of United Ki 

(5) Issue price 88 by instalments, or 87} down. 


oe Capital and interest exempt from all French taxes. 
taken in payment at par, National Defence obligations at 954 %, and (as to enothird only) 3 % Rentes at 66 %. 

ormal exchange. 
Rentes at 66s 4d for 100 francs, and 


(6) At exchange 27.50. The yield i i 

.50. yield and issue price a 
exchange at par less included interest, 34 % iret Olead 4 
100 francs. ; 


(7) Available for payment of taxes. 


par plus accrued interest in subscription of future war loans. 


Redeemable (if exchange par 
Free of all British and French taxes. 
ngdom and France, redeemable 1930-40 at par. 













ably small decline considering the nature of the com- 
mercial crisis recently passed through. Nor was the 
banks’ strong position in any way due to inflation, for 
practically the only artificial measure adopted in Cana- 
dian finance was the suspension of specie payment for 
Dominion notes. Canadian Bank clearings for Novem- 
ber actually reached the highest figure ever recorded in 
any month. 

There is, of course, as in all countries directly en- 


) at £103,000,000. Underwritten at 96. Joint and several 
Up to April 15, 1920, can be converted into 15-25 year joint 


National Defence bonds 


French Treasury Bills due January 16, 1916, taken in 
3 % Rentes (for one-third of subscription) at 48s for 
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gaged in the war, another side to the picture. 
will be saddled with an increased debt, and a pension 
list running into tens of millions of dollars. 
necessitate higher taxation to fill the gap between re- 
venue and expenditure. 
that the average Canadian is more heavily taxed already 
than the average Englishman. 
the Bulletin of Queen’s University, Ontario, estimates 
that in the financial year 1912-13, taking local and 
national taxation together, the Canadian paid in: im- 
ports $40.6 per head if he lives in a town, and $31.5 
per head if he lives in the country, while on the same 
reckoning the average Englishman pays, according to 
Mr Skelton, $24.6 per head. But after the war Canada 








11 


Canada 


[SuPPLEMENT. | 





This will 
And it must be remembered 


Mr Skelton, writing in 


may benefit by a large emigration of settlers from 
Europe. 
The movements of Canadian trade with the United 


States and Great Britain naturally show considerable 
changes. 
able :— 


Only the nine months’ figures are avail- 


Canapa’s TRADE with Unirep States in Ning Montus 
ENpED SEepTemMBER 30. 


19153. 1914. 1915. 
$ $ $ 
Imports 313,727,086 .... 245,170,577 .... 241,096,092 
Exports .... 92,523,698 121,280,059 118,531,688 


CanapDa’s TRADE with Unrrep Kixapom in Nise Moxtss 
EnpDED SEPTEMBER 30. 


1913. 1914, 1915. 
£ £ £ 
Imports ....... . 18,109,903 .... 13,980,990 .... 9,881,408 
Exports ....... . 21,878,564 20,844,048 27,783,460 


As regards trade with Great Britain, an increase in the 
trade balance for nine months from £7 millions to £18 
millions is significant. 





AUSTRALIA. 


Like Canada, Australia has for many years been de- 
pendent for capital for constructive and public works 
on the London money market. This year the Com- 
monwealth Government has had to probe the possi- 
bilities of home resources. In August a domestic War 
Loan of £13,000,000 was issued, and this experiment 
was deemed so successful that the Government is now 
embarking on a plan involving the domestic borrowing 
of £45,000,000, including the August issue. It re- 
mains to be seen how the Australian money market will 
stand so large an amount. The August issue was 
made at par, bearing 4} per cent. interest, free of in- 
come-tax, which, with the heavily-graded State income- 
taxes current in the Commonwealth, means a_sub- 
stantial bonus to the investor. 

For the year ended June 30, 1915, the decreases 
shown by the figures of the overseas commerce of the 
Commonwealth were substantial :— 











1913-14. 1914-15. Decrease. 

Imports— £ £ 
Gold andspecie.. 1,542,036 .. 891,636 ..— 650,400 
Naval vessels.... 2,495,000 .. 233,500 .. — 2,261,500 
Merchandise.... 78,380,871 .. 63,199,040 .. —- 15,181,831 
Total imports.. 82,417,907 .. 64,324,176 .. — 18,093,731 

Exports— 

‘Gold andspecie.. 3,648,133 .. 2,708,846 ..— 939,287 
Merchandise.... $1,179,363 58,204,018 .. — 22,975,345 
Total exports.. 84,827,496 .. 60,912,864 .. — 23,914,632 


Taking the merchandise figures alone, the decrease in 
imports is less than that in exports by about 7? mil- 
lions ; but against this there is a decrease of 2} millions 
in imports of naval vessels for the Commonwealth 
Government, so that, apart from gold and specie, the 
adverse change represented by the comparison is about 
5$ millions. The decrease in exports has been due 
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partly to the bad season in 1914-15 in the greater part 
of Australia, the principal exception being in Queens- 
land. With a smaller wool clip, an almost complete 
failure of the harvest, and a reduced production of 
butter, the aggregate value of Australian exports for 
1914-15 would have fallen off considerably even apart 
from the war, which by its effects in delaying the 
realisation of some classes of wool even beyond June 
30, 1915, and in reducing the exports of metals and 
concentrates, has further reduced the total. That the 
volume of imports has not shrunk more than it has is 
partly attributable to the large expenditure of borrowed 
money by the various Australian Governments, expen- 
diture which tends to swell imports, whether it is based 
on loans floated in London, or on an expansion of an 
inconvertible note issue. Taking the gross totals, in- 
cluding gold and specie, for 1914-15, it will be seen that 
imports have exceeded exports by 43,411,312. In addi- 
tion, Australia has to provide about £ 15,000,000 per 
annum as interest on British capital in the form of 
Australian public securities and private investments in 
the hands of investors in the United Kingdom. On the 
other hand are the gold lodged in Australia in trust for 
the Bank of England, the amount of which is not 
published, and the fresh public borrowings in London 
during the past 12 months, including those by the 
Commonwealth Government from the British Govern- 
ment for war purposes. The merchandise figures com- 
pare with those of recent years as follows :— 


Imports, Exports, Excess of 
Merchandise. Merchandise. —" 

1906-7...... 45,995,279 .. 58,841,087 12,845,808 
BONES ssnvcs 50,254,673 .. 54,269971 4,015,298 
1908-9 ..... . 48,131,535 .. 54,942,007 6,810,472 
1909-10 .... 53,489,882 .. 62,577,317 9,087,445 
1910-11 .... 62,469,738 67,785,683 5,315,945 
1911-12 .... 71,278,986 66,602,964 ® 
1912-13 .... 75,746,287 68,539,025 + 
1913-14 .... 78,380,871 81,179,363 2,798,492 
1914-15 .... 63,199,040 58,204,018 t 


* Excess of imports, £4,676,022. + Excess of imports, £7,207,262° 
t Excess of imports, £4,995,022. 


‘The chief declines in individual commodities exported 
were :—Wheat and flour (—£11,862,788), wool 
(—£5,048,375), metals (— 45,407,269), and skins and 
hides (— £2,082,566). The wheat and flour decline was 
caused by the failure of the Australian wheat harvest, 
which left no export surplus. That this state of com- 
merce is giving way to far more prosperous condi- 
tions is shown by figures for subsequent months. In 
fact, in the two months immediately succeeding the 
period referred to in these statistics the following results 
were achieved :— 
July-August. 1914. 1915. Inc. or Dec. 
Imports— £ 
Gold and specie - $26,546 . 214.125 .. — 112,421 
Merchandise ...... 13,779,421 14,310,905 + 531,484 
Total imports .... 14,105,967 .. 14,525,030 .. + 419,063 
Exports— 
Gold and specie 444,271 3,468,676 +3,024,405 
Merchandise ...... 7,397,967 .. 7,781,109 + 383,142 


11,249,785 .. +3,407,547 








Total exports .... 7,842,258 


The import figures were swollen by the necessity 
to take from abroad commodities usually produced in 
Australia, while the best feature on the export side was 
a large improvement in wool shipments. 

The Commonwealth revenue for the financial year 
ended June 30th amounted to £22,364,264, and the 


expenditure to £37,122,768. Of the latter, £14,100,000 | further increase of 50 per cent. was placed on all im- 


is defrayed by war loans from the British Government. 
The revenue has kept up much better than was ex- 
pected. Customs and excise revenue, including collec- 
tions at the higher rates imposed last December, 
amounts to £14,854,380, against 414,978,068 for the 
previous financial year, or a decrease of only £123,688. 
The total revenues of the four principal States compare 
with the revenues collected for the previous year, and 
with the Budget estimates of expenditure, as follows :— 
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Actual Actual Estimated 
Revenue. Revenue. Expenditure. 
1913-14. 1914-15. 1914-15. 
£ £ £ 
Victoria ......... .-. 10,572,817 .. 10,114,688 .. 11,231,359 


New South Wales .. 18,298,591 .. 18,927,536 .. 18,883,000 
Queensland ........ 6,973,259 .. 7,202,658 . 6,901,712 
South Australia .... 4,822,766 .. 3,995,294 . 4,340,925 


The Victorian revenue has fallen short of the estimate 
of £10,231,359 by over £116,000, owing mainly to the 
failure of the harvest. The deficit for 1914-15 is thus 
over a million, which in accordance with the Budget || 
arrangements at the end of last year is to be liquidated 
by fresh taxation, which takes effect after July 1, rgrs. 
The actual expenditure in New South Wales has been 
£18,271,561, Queensland £°7,199,399, and South Aus- | 
tralia about £4,660,000. The revenue in Queensland | 
exceeded the estimate by nearly £299,000, and the ex- || 
penditure by about £297,000. 
We have referred above to the Commonwealth || 
Government’s borrowing proposals, which on paper |) 
amount to £45,000,000. It is, of course, questionable 
whether this sum can be successfully raised locally. 
But, anyhow, something like £.40,000,000 will be re- 
quired to meet war expenses in the current year. If || 
the necessary loans cannot within the given time be 
raised in Australia, the margin will presumably have 
to be supplied bv the Imperial Government. But one 
of the most remarkable features of war finance has been 
the vindication by the Great Dominions of the power to 
finance themselves at home. Australia’s foreign trade, 
as we have shown, has recovered remarkably, and) 
domestic conditions, thanks to the break-up of the | 
drought, promise much better things in the near future. | 
At the meeting of the Bank of New South Wales the | 
chairman remarked of the Australian position :—‘‘ The | 
general and permanent tendency is one of progress and 
prosperity.’’ There is justification for his confidence. 








NEW ZEALAND. 


Wuereas Australia suffered from a terrible drought last 
year, New Zealand had a good season. For wool and 
frozen meat—New Zealand’s most important exports— 
record prices were obtained, so that a process of accu- 
mulation of real profits has been going on, and pros- 
perity is widespread. Owing to these fortunate circum- 
stances the financial problem confronting the New Zea- 
land Government was comparatively simple. In intro- 
ducing his Budget on August 26th, Sir Joseph Ward, 
the Finance Minister, disclosed the following position. 
In the year ended March 31st New Zealand had spent 
£2} millions on the war. The revenue for the 1915-16 
financial year, ending March 31, 1916, was estimated 
at £827,941 less than the ordinary expenditure, exclu- 
sive of war pensions, interest, and sinking fund on war 
loans, additions to superannuation funds, and the supple- 
mentary estimates. Assuming that the war lasted 
another year, war pensions were estimated to cost a 
million per annum. The additional annual revenue 
required owing to the cost of war was £2,000,000. To 
provide for this it was proposed to increase the land 
and income-tax by £619,000, post and telegraph rates 
by £380,000, railway rates by £360,000, Customs by 
#,285,000, beer duty £55,000, and to increase the pro- 
bate and succession duties and stamp duties. An altera- 
tion was made in the scale of the graduated income-tax. 
In addition to the individual increases of Customs, a 





portations from countries that are now, or may be, 
enemies of the British Empire. This addition to taxa- 
tion was estimated to bring in £2,032,600. Over and 
above this increase to revenue, the Government have re- 
cently floated a £ 2,000,000 internal loan. It was issued 
at par, the rate of interest being 44 per cent. The 
Melbourne correspondent of the Economist draws atten- 
, tion to the terms and wording of the prospectus, which 
announces that the loan is to provide money for local 
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expenditure during the war. The prospectus states :—] order has disappointed those who had hopes of another 
‘In view of the financial strain at present imposed on! armed rebellion, and it is to be hoped the country will 


the Imperial Treasury in providing moneys for carrying 
on the war, the Government of this country confidently 
asks all New Zealanders who can afford to do so to 
assist the Empire by investing freely in these deben- 
tures, and thus in a measure relieve the Mother 
Country of the burden of having to provide the capital 
required for local purposes in New Zealand.’’ As long 
as the war lasts prosperity is likely to continue in New 
Zealand, provided the seasons are favourable for the 
crops and live stock, which are exportable at excellent 
prices. 


SOUTH AFRICA. 

WitH Botha’s victory in South-West Africa and the 
triumph of law and order over the forces of rebellion, 
which was finally vindicated by a sweeping success at 
the elections for the constitutional parties, British 
South Africa has returned to a more normal state of 
economic life. Gold production has this year reached 
record levels, and the Rand labour problem has been 
eased by the stream of men from the Kimberley 
diamond mines, which were closed at the outbreak of 
war, and have only recently resumed work on a re- 
stricted scale. The demand for precious stones in 
neutral countries, especially the United States, where 
huge profits are being made, is reviving, and this im- 
portant South African industry is beginning once more 
to raise itself from the complete stagnation brought 
about by the war. Another South African industry 
which suffered very severely was ostrich farming, but 
the Cape Town Press reports that ostrich farmers are 
taking to growing lucerne and other crops, for which 
excellent prices are now obtainable, for the fattening 
of cattle and other purposes. Nevertheless, South 
African crops have suffered from the absence of farmers 
on active service with General Botha, and will to some 
extent continue to suffer from the departure of some 
members to the German East African campaign. Sheep 
farming apnears to have been less affected, and there 
has always been an excellent market for those types of 
wool which South Africa produces. 

As regards public finance, the Cape Town corre- 
spondent of the Economist, writing early last month, 
comments as follows :—‘‘ The recently published Trea- 
sury returns indicate that the Union finances at the end 
of first half of the current financial year were in as 
healthy a condition as could be expected. The revenue 
at £7,538,550, though not quite up to half the year’s 
estimate, is half a million in excess of the amount 
received during the corresponding period of 1914. 
Customs and Excise account for £2,576,607, and 
Posts, Telegraphs, and Telephones for £855,682, as 
compared with £2,340,562 and £838,879 respec- 
tively in 1914. The expenditure out of revenue ac- 
count has amounted to £8,317,885, as compared with 
£8,187,972 in 1914. The expenditure estimates for 
the whole year amount to £:16,484,329, so that slightly 
more than half this sum has been availed of. On the 
whole, the expenditure under the different heads has 
been well kept under, but in the case of Defence, the 
total of one million allocated for the whole year had 
been made use of, e.g., before the end of September. A 
deficit of £779,000 is shown at the end of the period 
under review, but this is not alarming, for, although 
it is impossible to foresee what new expenses will be 
incurred during the second half of the financial year, 
the bulk of the mining revenue, as well as that to be 
derived from income-tax, is payable during this period. 
Rumours have been current for some time of con- 
siderable unrest in the country districts, and the elec- 
tions have been characterised by extraordinary bitter- 


seen 


now settle down to a period of tranquillity. On the 
loan account a sum of £7,122,000 has been issued for 
war expenses out of an estimated requirement of 7} 
millions for the whole year. In other respects economy 
has been exercised, for only £150,000 has been spent 
on local works out of the year’s estimate of £581,000. 
Then railways were allocated a sum of three millions, 
only a third of which has been used. The total loan 
issues during the six months, including 2} millions 
applied to repayment of temporary loans, amount to 
just under 11 millions. The proceeds of loans raised 
were 12} millions. A Johannesburg authority has 
recently estimated that the financial year 1913-14—a 
normal year before war conditions had had an oppor- 
tunity of complicating matters—showed the expenses 
of the Union at 28 per cent. higher than the aggregate 
of the four Provinces during the year 1908-9. Most 
people thought that union would conduce to financial 
economy, but facts point rather in the opposite direc- 
tion. Very necessary sums have, however, had to be 
expended on education and the building of schools and 
hospitals, while the provincial administrations and the 
defence force establishment have proved exceptionally 
costly. The revenue during the same period has in- 
creased at the rate of 17 per cent. Customs have con- 
tributed to the increase as a result of new duties, and 
also in consequence of the spontaneous growth of im- 
ports. It is generally felt that if a more economical 
policy had been pursued in the normal years which 
preceded the outbreak of war the burdens now imposed 
on Union citizens would be less severe.’’ 

Citizens of the Union have already felt the burden of 
war taxation. The rate of income-tax has been raised, 
and the exemption limit has been reduced from £1,000 
to £300. South African banks last year were required 
for the first time to pay income-tax, and a duty was 
levied on note circulation. Important changes have 
also been made in the tariff, which affect the necessaries 
of life. The general ad valorem rate has been increased 
from 15 per cent. to 20 per cent. For other reasons, 
apart from this, there has been a serious advance in the 
cost of living. Thus it is clear that our South African 
fellow-subjects are feeling, and will feel, their share of 
war’s financial and economic burdens. But, with 
regard to the future after the war, there is no reason at 
present to take a gloomy view. For, after all, the 
natural resources of the country are rich, and the gold 
mining industry (the product of which supplies in 
normal times about 60 per cent. of South African ex- 
ports) is a sturdy prop to the country’s prosperity. 





INDIA AND CEYLON. 


Tue financial and economic situation in India in the 
year following the outbreak of war was lucidly and 
fairly set forth by the Finance member in his annual 
statement. Fortunately for India, the financial posi- 
tion both of the Government and of the Presidency 
banks was at the outbreak of war very strong. By the 
wise adoption of the measures suggested in the report 
of the Royal Commission on Indian Finance, a break 
in the exchanges was avoided, while confidence was 
promoted and panic prevented by the arrangements 
made for the sale of ‘‘ reverse bills’? up to a maximum 
of £1,000,000 a week. By this means the banking and 
commercial community was assured of adequate and 
continuous facilities for remittance, while at the same 
time the fixation of the amount prevented speculative 
competition. In effect, applications never exceeded 
the limit after the first week, and subsequently fell 
away, until by April the sale had altogether ceased. 


ness. The sweeping victory for the forces of law and | The amount of bills and transfers sold up to the end of 
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March is estimated at £8} millions. The sums thus 


received have, by transference from the reserves in 
England, been credited to the gold standard reserve in 
India. India now holds a stock of some £10 millions 
in gold, which could, if necessary, be used in support 
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August, Avgust, 
1914. 1915. 


Rs. Rs. 
(Lakhs) (Lakhs) 
| 

| 


































Exports of merchandise,} including re-exports 9,78 15,154 
Imports of merchandiset ........seeeeeeees 12,93 .. 12,36 


_-___ _— 


of exchange. Exchange now stands about par, and Excess of exports over imports........ vo S15. 2,79 
the average rate during the current year, calculated on | Net imports of goldt ....++ee++0+s conveswus “4 .. 48 | 
the Secretary of State’s drawing, is about 16.017d per Do GHPSET cccccsccceseedesessene seeeeees we.) oe 45 
en The home balance stood in May at about Net imports of treasure ....... ecccsccce AB un 93 
£13 millions in gold. -—" —. 
" — : . ; Council bills paid in India .....ese.eeeeeee ee 18 
[he accounts for the financial year 1913-14 and the | Sterjing bills on London sold in India ...... 4,207 .. 1,229 || 
revised Budget estimates for 1914-15 were as aia Seca 
follows :— Enfaced rupee paper (net imports) ....... eee 25 .. 25:2 
interest on enfaced rupee paper ....... ceeee 19 .. 1:8 
cmt sdstilnieiaitaipabiaidinlaesiicaisicinisailitnateni cinta a r 
cieaiiaaiite Revised Rate of exchange.....++++ Ceeccccncccccece - 15994 .. 15:964 | 
| 1913-14. Estimate, Budget, + Exclusive of Government transactions. a Includes Rs.44 | 


lakhs, being the value of wheat exported on Government account. | 


The recent improvement in cotton exports is due to 


1914-15. 1915-16. 





|g £ 











£ . . . . 
DM ci scaminieniieds | 85,207,175 | 80,157,€00 | 80,400,200 | increased shipments to Japan. The jute trade is also | 
Expenditure ............ _ 82,894,752 | 82,943,400 | 83,357,300 | now doing very well, thanks to a heavy demand for jute | 
' pinnncmnencnanantaamenmenneenniemmnnmnians 5 Fay anatr eeereE, 
lus or deficit........ | \— = » ee was . 
Surplus or deficit........|+ 2512425 |— 2,785,800 |— 2,957,100) An indication of the essential soundness of the | 
oo . financial position was the success of the 4} crore 
Che surplus for 1913 is £825,723 higher than the|(M.45 rupee) internal loan issued on July 28th. The 


but the revised estimate for 1914-15, as compared with | 4nother column. The effect of the Government taking 
the Budget of that year, shows decreases of £4,731,100 | OV®T the finance of the Indian wheat exports has been 
in net revenue and £688,800 in net expenditure, with offset by the increased operations exchange dealers 


; ~ | have secured in the extra exports offering from 
the result th-* the estimated surplus of £1,256,500 is| {ngiq in other directions pe 6 
converted into a deficit of £2,785,800. This disloca- As regards Ceylon, much satisfaction has _ been 


tion is stated to be attributable to the war. The chief} expressed at the return of Sir R. Chalmers to 
decreases in net revenue were in railway revenue 
5 2,007,100, Customs £903,100, and land revenue 
£044,100. Almost all the railways contribute to the 
decline, but the greater part of it occurs on the Great 
Indian Peninsula, Eastern Bengal, and North-Western 
systems, whose gross receipts have fallen to the extent 
of £:1,600,000, owing mainly to the restricted exports 
of cotton, jute, and wheat. 


the Treasury from the Governorship of the island, 
to which he was appointed a year or two ago, but 
it is to be regretted that he has left the island 
in an unsatisfactory condition. Information on the 
subject seems to have been severely suppressed, but it 
is now allowed to be known that several thousands of 
Cingalese have been imprisoned under martial law. 
It seems a pity that the causes of the riots have not been 
The stoppage of foreign | explained, and we hope that if there are grievances in 
trade is also responsible for the decrease in Customs | Connection with the operation of the Compensation Act, 
revenue, while the revenue derived from the export duty &c., they will be remedied. 

on rice has been affected by the famine in Northern 
India in the earlier part of the year and the shortage in 
the winter crop in Bengal. 


| amount shown in the revised estimate for March, 1914, | important question of the exchanges is treated 7 


The only important in- 
creases of revenue arise from the duties on silver and 


CHINA. 


| 
petroleum. The land revenue has suffered from the} THerE has been little news in our newspapers from | 
cconomuc depression resulting from the war, as well as| China since the fall of Tsingtau, although changes | 
to damage to certain crops in Madras, Bihar, and else-| that would at any other time RaeeliMiaiatl recognised as | 
Sone ae deficient or excessive rainfall. The Budget | of vast importance have been taking place. The altera- 
PE See Ang Saas Se tion in the form of government from a Republic to an 

Empire seems now to have been accomplished. The 


. £ 4 " 

0 toe pe aaledindkdauus daubauals 52,347,200 National Convention assembled for the purpose of 

OI 6k din dat wticcedeanseade 55,304,300 giving to the party which desired the change a man- 
Ns ili ii lS aie oe 2,957,100 date for offering the throne to Yuan Shih-kai, voted in 


the sense expected by a large majority. The President, 
in November, eloquently declared to an American 
pressman that he had no desire to be anything else but 
President of the Chinese Republic, and that statements 
: to the effect that he wished to be Emperor were made 
tional circumstances, not of a permanent character, | by his enemies, not by his friends. On December 6th 
additional taxation has not been imposed. Provision | the Associated Press published the following telegram 
to meet the deficit and for the maintenance of ade-| from its correspondent at Peking :—‘t Yuan Shih-kai 
quate balances has been made through borrowing in the | has accepted the Throne of China. The Council of 
capital programme: of the year. State, after voting on the question of the change in 
A survey of India’s balance of trade during August, | the form of government, petitioned Yuan to accept the 
1915, as compared with August, 1914, is afforded by| Throne. He at first declined, but when the petition 
the following official table. The table takes into| was forwarded a second time accepted, with the pro- 
account the imports and exports of merchandise and | viso that he should continue fo act as President until 
treasure on private account only, as well as the value | a convenient time for his coronation.” 
. wheat exported on Government account during What the real effects of the change may be is as yet 
gust, 2915 uncertain. One accompaniment is suspicious—the so- 


The Budget has been based on the assumption that war 
conditions will prevail throughout the financial year, 
and this accounts for the increase of £171,300 in the 
deficit. But as it is to be ascribed to wholly excep- 
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called ‘* reforms ’’ announced in a Reuter Peking mes- 
sage of October 25th, to be introduced into the 
Chinese Army. These include a modified form of con- 
scription, to be started as an experiment in the pro- 
vinces of Chihli, Shantung, and Honan. Since the 
population of these provinces was 88,000,000 in 1910 
they would alone supply an enormous army. The North 
China Herald, in its comment of October 27th, says 
that this— 


Is sufficient to make one suspicious of the motives which lie 
behind the proposal. It looks as though the Anhui party, 
which has long been striving to get the upper hand in Peking, 
were bent on making its position impregnable by control of an 
army which would always dominate any political situation. 
Doubtless, were every male Chinese put through a period of 
military training, he would in a great many respects be the 
better for it, and the nation as a whole would in consequence 
gain. Against that, however, has to be set the cost of such a 
scheme and the certain shelving of other far more necessary 
projects. We hope that the report is without foundation. China 
does not need conscription, and at the present stage of her 
development it would be exceedingly harmful to her. 


Far more important is the result of the protracted 
negotiations with Japan in the earlier months of 1915. 
Japan, it is true, ultimately accepted very much less 
than was first demanded; but the terms China was 
ultimately compelled to sign were described by the 
Manchester Guardian as ‘‘ such as could never have 
been put forward unless the hands of the Powers were 
tied by the war.’’ In four provinces—South Man- 
churia, Eastern Mongolia, Fukhien, and Shantung— 
Japan has acquired a position of special privilege as 
regards concessions, trading rights, the right to reside 
and hold property. In three of these provinces, all but 
South Manchuria, where Japan was already firmly 
established, her claims were quite new. The further 
demand, that China should employ Japanese advisers in 
financial, military, and political affairs, and buy at 
least half her munitions from Japan, has been postponed 
‘“‘to a suitable opportunity in the future.’’ Clearly for 
China the true policy is that of the open door. The 
latest information suggests that the Tokio Government 
is again trying to put on the screw. 
As regards commercial conditions with China, such 
information as is available suggests that a good though 
gradual recovery has been made from the immediate 
shock of the war. The removal of German shipping 
from the ports, and the cessation of trade with 
Germany, which had, in recent years, been growing in 
importance, naturally exercised a marked effect on the 
trade returns for the second half of 1914, an effect 
accentuated by the fall in the value of the silver tael. 
The disorganisation of the exchanges, the high rate of 
freight, the shortage of tonnage, and the dislocation of 
the European market, naturally exercised an unfavour- 
able influence on China’s trade throughout 10915, 
aggravated by the general floods at home. But the 
successful floating of two internal loans was a satis- 
factory, indication of confidence within the country. 
According to the official statement, the actual amount 
subscribed to the Fourth Year Domestic Loan was 
$25,933,425, of which the Bank of China took 
2,180,650, the Bank of Communications $3,137,685, 
and the Hong Kong and Shanghai Bank $1,179,965. 
For the first time a foreign bank was invited by the 
Government actively to take part in the flotation of 
the Domestic Loan. Subscriptions came from all the 
Provinces, and a very considerable number from 
Chinese all over the world. The proceeds of this loan, 
as well as those of the Third Year Loan, are being 
devoted to the purpose of repaying the Government’s 
debts to Chinese and foreign countries. The Govern- 
ment is now enabled to make redemptions of short- 
term obligations, and has managed to convert them 
into long-term loans, with the advantage of a lower 
rate of interest. The Government also announces that 
in making any payment out of the loan funds, the 
Ministry of Finance and the National Loan Bureau must 
first apply to the President for permission. Loan ac- 
counts, too, are to be frequently examined and audited 
by the Chinese and foreign directors of the National 
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Loan Bureau, the auditors of the Board of Audit, and 
the censors of the Censorate. 

The Treasury prospects for 1916 were set out in a 
preliminary statement issued by. the Ministry of 
Finance. According to this, the total income for 1916 
will not exceed $420,000,000. The military and ad- 
ministrative expenditure of the provinces will absorb 

proximately $240,000,000 ; to meet payment of loans 
and indemnities due will require about $120,000,000, 
and extraordinary and special disbursements of various 
descriptions will further absorb something like 
$10,000,000, leaving only about $50,000,000 to meet 
the administrative expenditure of the Central Govern- 
ment. But the Central Government will need, for 
ordinary and extraordinary purposes, $65,000,000 per 
annum ; hence approximately there will be a deficit of 
about $15,000,000 to be made good by means of new 
taxation during 1916. 

Some interesting particulars as to the present condi- 
tion of the port of Tsingtau are given in a recent 
number of the North China Herald. Successful pres- 
sure on the Japanese to make the Tsingtau an open port 
aggravated the immediate difficulties of reorganisation 
in a port of which the entrance was blocked by sunken 
steamers. Now, however, the destruction wrought by 
bombardment has been to a large extent repaired. The 
water supply, the electric power, the model slaughter 
house, the prison, the municipal hospital, and, not 
least, the railway, are working quite smoothly, and are 
being systematically and satisfactorily administered by 
the military authorities. Education is provided for in 
the fine municipal schools, where at the time being over 
seven hundred Japanese children are being taught 
upon Western principles. The schools for Chinese 
children—under Japanese supervision—are keeping 
their term as usual. The German children are allowed 
to attend their own school, and pursue their 
education unmolested. The Herald’s correspondent 
adds :—‘‘ That trade, other than local, has not yet 
resumed its normal condition is only to be expected. 
The abnormal conditions existing in Europe prevent 
that. The principal export from Tsingtau, straw braid, 
has, in consequence of recent hostilities, been to a 
large extent diverted therefrom to Chefoo, and natur- 
ally it will take time before the trade returns. The ex- 
port ranking second in importance is that of ground 
nuts (peanuts), also for the European market. The 
season for these begins in December, but in spite of 
good crops, it can hardly be expected that this trade 
will right itself immediately. Shortage both of tonnage 
and freight will send up the cost of ground nuts to at 
least 150 per cent. more than was the case prior to the 
war, and as this is a cheap article, unable to bear so 
heavy an advance, it will not be surprising should this 
season prove a failure. But it will not in any sense be 
fair to blame the Japanese for maladministration.’’ 





JAPAN. 


WE are indebted for the following statement to the 
Japanese Financial Commissioner in London :—Mr 
Taketomi, Finance Minister of Japan, presented his 
Budget statement for the year 1916-17 to the House of 
Representatives on the 7th instant. The total revenue is 
estimated at about 553,500,000 yen, of which the 
amount of the ordinary is 523,020,000 yen, and that of 
the extraordinary, 30,470,000 yen. The expenditure 
balances the revenue at the same total figure, the 
amount of the ordinary expenditure being 397,450,000 
yen, and that of the extraordinary 156,050,000 yen. So 


far, therefore, as the ordinary revenue and expenditure 
are concerned, the excess of revenue will amount to 


125,570,000 yen. As compared with the Budget in 


force for the year 1915-16, there is a decrease of 
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34,070,000 yen in both the revenue and expenditure. In 
the revenue there is a decrease of 4,900,000 yen in 
Custom duties, due to the effects of the present war, 
while, on the other hand, the receipts from public under- 
takings and State property are increased by 4,970,000 
yen. 

In addition to the amount previously sanctioned for 
the naval programme, a further sum of 45,320,000 yen 
will be added, spread over four financial years. The 
instalment of this sum applied to the year 1916-17 is 
5,880,000 yen. The revenue has not yet returned to a 
normal figure, and it is impossible to foresee the future 
of the present war. The Japanese Government, there- 
for, considering the situation, has taken precautions in 
order to curtail the expenditure. 

The economic conditions in this year, though still 
under the influence of the war, are gradually improving. 
In some industries, especially those concerned in ship- 
building, navigation, the manufacture of munitions, 
and other goods hitherto imported, there have been re- 
vealed signs of prosperity. The cheerful tone, too, in 
the American market has produced a recovery in the 
silk exports. As regards foreign trade, the exports 
during the 11 months of the current year amounted to 
636,000,000 yen, and the imports to 488,000,000 yen, 
the excess in the exports, therefore, amounting to 
148,000,000 yen. As compared with the corresponding 
period of the preceding year, the gross total of the im- 
ports and exports shows an increase of 32,000,000 yen, 
the imports decreasing by 65,000,000 yen, while the ex- 
ports increased by 97,000,000 yen. As a result of the 
favourable trade balance, Japan is in the position to 
command a considerable quantity of gold. While it is 
the intention of the Government to strengthen the gold 
reserve, at the same time it is felt advisable to avail 
itself of the opportunity for reducing the External Debt 
so far as circumstances may allow. 

Improving conditions have been reflected in the 
Japanese stock markets. In spite of the general fall in 
European credit, Japanese Government bonds and 
municipal bonds were mostly a point or two higher on 
October 30, 1915, than on October 30, 1914. Some of 


the leading bank shares had also risen, as appears from 
the following table :— 


Amount Last ——Quotations.—— 
Paid Div. Oct. 30, Oct. 30, 


BANKs. Up. 
Dalichi Ginko .......... bo. % a 78-00 J "Sr70 
Kitahama Ginko ........ Oe hn oe Yate 800 .. 17:40 
Korean Ginko ......... - 100 .. 7 .. 19800 .. 140-80 
Naniwa Ginko .......... 50 .. 9 .. 6220 .. 6410 
Bank of Japan .......... 200 .. 12 .. 473.50 .. 547.00 
Bank of Formosa ........ 100 .. 10 .. 15350 .. 161-20 
eee 50 .. 8 .. 5600 .. 59-90 


Yokohama Specie Bank .. 100 .. 12 .. 189:50 -. 22400 


The prosperity of shipping 


and of the port towns may 
also be indicated :— 


Amount Last ——Quotations.—.\ 


Paid Div. Oct. 30, Oct. 30, 

STEAMSHIPs and Piers. Up. % 1914. 1915. 
Hokkaido Tanko ........ 50 .. 2 .. 2480 .. 40-20 
Kawasaki Dockyard ...... 50 .. 10 .. 4280 .. 77:00 
en Peet Oe. ccniicces - 2 .. 12 .. 3180 .. 49-00 


Nppon Yusen Kaisha .... 50 .. 10 .. 105: on . 
Osaka Shosen Keisha .... 50 .. 10 .. 48-20 vs "36-80 
Toyo Kisen Kaisha ...... 50 .. .. .. 1630 .. 63-50 


The quotations for exchanges are also worth noting :— 


Amount Last —Quotations.— 
- a Div. Oct. 30, Oct. 30, 
_ EXCHANGES. Tp. 1914. 1915. 
Kobe Rice and Stock Exchange .. 50 “* iP -» 6456 .. 37-00 
Kyoto Stock Exchange.......... 50... 18 .. 99°50 .. 15700 
Osaka Stock Exchange.......... 50..12 .. 98°70 .. 157-50 
Tokyo Seat: Rehange.. seeeseee SO .. 152 .. 117-00 .. 171-00 
PO WP GINS kc ccccsscccccs 25 .. 152... 91:00 .. P 

Dojima Rice Exchange.......... 50 ..14 .. 97°00 .. 131.00 
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As Japanese cotton mills are said to be making inroads 
into Lancashire’s trade with India, the following table 
is also of interest :— 





Amount Last -—Quotations.— 
Paid Div. Oct. 30, Oct. 30, 
Cotton SPINNINGS. - % 1914. 1915. 


Amagasaki Spinning.......... +» 86°00 .. 110.00 
Fukushima Spinning ...... oweniets 25 .. 26 .. 70°50 .. 109-20 
Godo Spinning ..........-.eeeeee 20 .. 18... 35°50 .. 5180 
Kanegafuchi Spinning............ 50 .. 16 .. 97°20 .. 121-00 

Do new shares eeerereeerereeeeeeee 35 ee 16 ee 68°70 ef 93-30 
Toyo Spinning .....0...0.06: -.-- 50 .. 16... 8050 .. 11500 
Nippon Spinning ....... sedgeeees 25 .. 12... 3000 .. 4500 
Nippon Seifu ......eeeeeeeeeeeees 50 .. 4.. 1630... 31°20 
Nisshin Spinning ...........++++ . 178 .. -- -. 1020... 1750 


Settsu Spinning.............e+006 29 oe SO... 81°00 .. 10930 


The rise in prices in Japan has been small in com- 
parison with European experience. The following 
report on the price of commodities in Osaka is from 
the last received number of the Japan Chronicle :— 


Of the 50 staple commodities in Osaka, during October, 
31 showed an advance in price, 10 a decline, and the re- 
maining 9 remain unchanged, the index number being 149, 
or a rise of 4 from the month preceding. Such a marked 
advance has rarely been seen before. It is to be attributed 
to the effects of war and of the Coronation. The following 
show the details as compared with the previous month and 
with the corresponding month of last year, prices in 
January, 1902, being taken as 100 :— 


CommopiTiges SHOWING an ADVANCE. 


Oct., Oct.,  Sept., 
: 1915. 


1914 1915 

Rye (hadaka mugi) ..... ocsceee 137... 121 .. 117 
MEE tadestocdeei es a ae ee) 
Beans ...... iiseinemmannew ae ow Ge as 
Dl: ccameewmate $encueadetita ED 6h Di: te 
Dried mushrooms........ cacené . a ee 2 ww 
Seaweed ...... sededasscrucicn “DE es a a ae 
Lggs eeeeeeeerene eeeereeerereeeeee 124 *e 114 ef 109 
Chemical medicines............ 202 .. 260 .. 239 
NEE in edcctesnmmeeneudes oo. a 60 ED ee. 
Firewood ......... ednececgeene GE 6s. 4. a6. ee 

rr re seubaaanen — <.) — « 
Rapeseed oil ..........4. coocee LO .. 1B .. 1D 
Fish manure .......... coccccce Set oe BD oe MB 
Japanese paper..........+..... 110 .. 110 .. 108 
PE ncevecsesesases cocoon 148 .. WL .. 166 
DET aucdbuttcndeseteds “ss 2 ot ae ee 
TR ist 4s puddin sdeeeeeddons « Re + aa ss 
ees fe 
GHRGER . dancdacdocesen ocuneede GEE ae ae 
Lead eee eee eeere ee ee eeeeeeeeee 215 **f 244 ef 218 
DPGUEN ccasececnceoed ae eee 
White cotton cloth ............ — « Be we 
TOU ccoanncsecccccoutsnsscé’ Se «1 as 
Grey shirtings ...... coccccccoe M23 .. VR .. 1 
OoMRG FORM cccccccccvesecoscs 93 .. 118 .. 114 
DCR FER cccccccccesscs cooe 106 .. WS .. 188 
RNa cédeccoscees veeweets a os ae «se 
Bi GEORO ccccvcccccccce cccces Te «st En os 
Raw silk .....e.. seer eee eee eeeeee 104 ef 113 ef 109 
Mousseline........ eenere eevee eee 127 ** 141 fe 139 
Hemp ..... Ovcescccccescccoces 142 .. 126 .. 122 

Commopitres SHowrinG a DEcLINE. 

Rice, uncleaned ...... coeances | ee. 0s: EE we ED 
Pe GUNNNn sg 4ccccccownviaces a. os. 6c Ee 
BRAG cvcccscccce evescsceces 148 .. 17 .. 120 
Small red beans ............ «6 ED te oe 
EE... sii dade cens eveanen coco SS ws WB oe 
Smoked bonito .......... 954000;.0 esc .ee.aee 
Vegetable wax ............ cose Sa ee BOS We OUD 
POM  écsccavedede jcccants GE we Se ys” 
DP chances scecassase pcbidiintivnd us. a 
Gassed yarn ............ coccce 1B. 1988 .. I 


Oct. ’ 

1914 1915 

Dec tne vavecdeqedeaseedeceee eee 152 eeee 152 
Re iia *eeeee eenreeeene eerereereetene 139 erere 145 
Japanese drugs ....ceeeeeeeeseces  "tccs Se 
Petroleum ...... cvecoveseseceees EEE atte Oe 
Euro POPES cccccccccccscccdcs) BAB knee BB 
Matting for tatami................ M10 .... 
Antimony..........+.. Pre s seers | 
Zinc plate eeereeeneeere ee eer eeeeeeee 117 eer 136 
SMEG vk. Fic dss ver ctaiiein 275 eerre 340 
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SOUTH AMERICA. 
ARGENTINA. 

For a year before the outbreak of the European War 
the Argentine Republic was suffering from severe com- 
mercial depression, and the dislocation due to the war 
caused these conditions to continue. Depression con- 
tinued during the early part of the year. Fortunately, 
there are indications that a measure of prosperity is re- 
turning to Argentina. In the Economist of November 
27th a Buenos Ayres correspondent summed up the 
position as follows:—Trade is improving, but very 
slowly, as is demonstrated by the diminution in im- 
ports, which, of course, occurring at a time when a 
bounteous harvest has provided an enormous quantity 
of grain for exportation, causes the balance of trade to 
be greatly in favour of this country. This fact and 
the consequent increase of gold in the Caja de Conver- 
sion are regarded with satisfaction by the Argentine 
Press in general. Building operations and therefore 
the trade in lumber are completely paralysed. The 
prices of cattle and sheep are high and firm; the freez- 
ing companies form an exception to other industries as 
regards the condition of trade, as their exports are in- 
creasing. Stock owners are, consequently, prospering ; 
there is much activity shown in the exportation of 
horses and mules to England and France for the seat 
of war. Mules are also sent to India. Large quanti- 
ties of hay are also being sent to France. The prices 
of new wool are very high; for a lot of exceptionally 
good quality the ‘‘ record’’ price of $21.50 m/n per 
10 kilos was realised last week. Custom house receipts 
are increasing compared with those of the same month 
of last year ; the total of the year to date is still, how- 
ever, only a little more than three-fourths of that of 
last year. 

We have recently kept readers of the Economist so 
fully informed as to Argentine affairs month by month 
that we need not devote more space to this subject. We 


may, however, add the latest traffic returns of the lead- 
ing railways :— 


























Aggregate Increase 
from July 1st up 
to Second Week in 
ee 

Buenos Ayres and Pacific ............+++- 299,000 
Buenos Ayres Western..............+ ++++ 163,000 
Buenos Ayres Great Southern ............ 596,967 
Central Argentine.......... ae sececesecee - 237,400 


These figures are satisfactory as showing the recovery 
of trade and the improved crops. 


MEXICO. 
It is not possible to record any great improvement in 
the economic position of Mexico, where the three years’ 
reign of chaos and civil war has not yet been replaced 
by any Government whose stability is assured. Never- 
theless, the official recognition of General Carranza by 
the United States and the Governments of South 
America seems to hold out a brighter prospect. A 
very large amount of British capital is invested in the 
country, and the British investor has no particular 
reason to welcome the rise of Carranza, whose attitude 
towards foreign interests has been notoriously high- 
handed. Nevertheless, any form of government is 
better than chaos, and it is hoped that Carranza’s 
position will prove strong enough to establish some- 
thing approaching the normal life of the country. It 
is too early yet to speak with any authority of his 
chances. Little information is as yet available about the 
physical damage done to railway and other properties 
by warfare, but the total amount of loss through 
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destruction must be very formidable. It must be 
remembered, too, that even with a stable Government 
the restoration of Mexican prosperity must be a long 
business. Not only has property been destroyed, but 
crops have not been sown, because farm-workers were 
busy with swords rather than ploughshares. All over 
the country distress and desperately high prices have 
been prevalent, and Carranza, apart from troubles of 
law and order, is faced by appalling economic pro- 
blems. A year ago the rate of sterling exchange on 
the Mexican dollar was a little better than 9d, by June 
of this year it had broken away to a nominal 3d or 
4d. It has picked up a little since then, but some time 
must elapse before it is rescued from complete 
demoralisation. With the rich countries of Europe 
financially preoccupied with the war, all hopes of 
raising the vast sums of capital which will be required 
for Mexican restoration centre on the United States. 
It is believed in some quarters that official recognition 
of Carranza by Washington will be followed by 
financial assistance from New York. But this is all in 
the air at present, and Carranza has yet to prove him- 
self. Considering the position, the movements in the 
prices of Mexican securities shown in the accompany- 
ing table are not surprising :— 


























cies ibe _—$—$—$ ————_—————- o 
gud of End of | Present Bince 
Name. March, July, | Price. _ = 
191. | 1914. | 1914, 
Mexico (City of) 5% Bonds.......... | i 6| at 5 | 
Mexican Governt. 6 % Treasury Bds.. .. = | f 
Mexican Railway 8 % Ist pref. ...... | 14 1014, . = 
Do 6% 2nd pref. ..-.....00.ec0000- | |} ab | mm | 
Mexican Light and Power 5 % Ist, | | 3a 
A IIE ccschaieanapanent | 3 | 8th | s | 3 
Mexico Tramways 5% Gold Bonds... 968 | 8% #9 |) S _ 
BRAZIL. 


Although there has been some improvement 
during the year, Brazil has not yet emerged from the 
deep commercial depression from which the country has 
suffered for the past year or two. Benefit to important 
Brazilian interests has accrued from the continuance of 
war conditions in Europe, though the shortage of ton- 
nage and the abnormal height of f reight rates have been 
a factor on the other side. The Sao Paulo coffee crop 
was estimated to be 12 million bags, of which 44 millions 
were actually shipped during the first four months of 
the season, while the Rio crop amounted to some 3 
million bags, of which nearly one-half was shipped 
during the same period. Considering the prevalent re- 
munerative prices the outlook for the coffee exporter 1s 
good, and the position will be even stronger in the near 
future. From an investor’s point of view the position 
in Brazil is still unsatisfactory. The Government of 
Brazil defaulted last year on all its loans except the 
5 per cent. loan of 1903. The Brazilian funding scheme 
of 1914 provides for the funding for three years, to 
July, 1917, of the interest on the external debt, and 
Messrs N. M. Rothschild and Sons were authorised to 
issue an amount not exceeding £1 5,000,000 nominal 
capital 5 per cent. funding bonds, especially secured by 
a second charge upon the Customs revenue. | Sinking 
funds and redemption of a number of Brazilian loans 
have been suspended for 13 years to 1927. 

The State of Bahia is also paying interest on some of 
its external debt in funding bonds, the January and 
July, 1915, coupons on the 5 per cent. loan of 1913 
being paid by this means. Coupons on the Province of 
San Paulo and State of Sao Paulo have been paid right 
up to date, and so have those of the State of Rio de 
Janeiro 5 per cent. bonds. With regard to Brazilian 
municipalities the interest on Port of Bahia debentures 
has not been paid since March, 1914, while the last 
coupon paid on the City of Bahia Loan was the one for 
February, 1915. The Brazil Railway has defaulted on 
its bonds and debentures, the last coupons being paid 
in July, 1914. The present sterling value of the cur- 
rency milreis is 12}d, or much the same as before 
the war. In 1910, 1911, and 1912 the normal level was 
round about 16d. 
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CENTRAL AMERICA. 

Two causes have specially affected Central American 
trade and finance: the loss of the usual markets in 
Central Europe and the scarcity of merchant shipping. 
Thus Salvador, Guatemala, and to some extent Costa 
Rica, have lost their normal outlet for their coffee—by 
far the largest export of the two first-named countries, 
and second in Costa Rica only to bananas—and, 
though new markets for it have been found in the 
United States and Holland, the great rise in freights 
has hampered exports, imports have necessarily de- 
clined also, and the service of the foreign loans, which 
are largely secured on the import and export duties, 
has been attended with difficulty. Salvador has had to 
ask its creditors to accept a funding scheme, and they 
have done so readily; a similar arrangement is under- 
stood to be pending with the railway bondholders, 
though the rise in freights and the value of ships has 
had the curious effect that the railway steamers, 
which are part of the security for the Terminal Bonds, 
have been sold (owing to the decline of traffic from the 
small ports of Southern Mexico) at such good prices 
that these bonds may be paid off above par. Guate- 
mala, on the other hand, has achieved the surprising 
feat of remitting the money to meet two coupons of 
the debt in advance. The Costa Rica banana traffic 
has been satisfactorily maintained, but the mahogany 
shipments from Honduras have been held up for lack 
of tonnage. No progress has been made with the 
Honduras debt settlement during the year. Of 
Mexico little need be said, save that General Carranza 
is now officially recognised by our own and_ other 
Governments, that he will doubtless be supported finan- 
cially by the United States, that normal conditions are 
slowly being restored, and that some arrangement is 
contemplated for the redemption of the various local 
; issues of paper money put forth by the numerous rival 
chiefs in the Civil War. This, at any rate, is good 
news for the railroad and tramway companies which 
have been obliged to accept the notes. 


CHILE AND THE MINOR SOUTH AMERICAN STATES. 


In South as in Central America, the great difficulties 
have been the lack of tonnage and the loss of markets 
owing to the war. At first the German cruisers made 
use of the Galapagos Islands and Juan Fernandez, and 
threatened British trade on the West Coast. After 
their elimination, shipping was scarce. Peru, which 
has not been free from political unrest, was indirectly 
hit by the dealings of the British Government in sugar ; 
and the Peruvian Corporation has had to face a serious 
decline in its railway revenue, besides a decrease of one- 
half in the annuity paid to it by the Government. Chile 
has suffered from the decline in the export of nitrates to 
Germany for agricultural purposes, though there has 
been some compensation in their increased use in the 
manufacture of explosives for the Allied Governments ; 
but this, again, has set up some over-production, and a 
fall in the exchange, following a substantial rise earlier 
in the year. The extreme South has prospered through 
the increased demand for meat and wool in Europe. 
Ecuador has disposed of its cocoa crop, in spite of the 
closing of its market in Germany, but has made no 
progress towards a settlement with the Guayaquil and 
Quito bondholders. Colombia has suffered owing to 
the suspension of its trade with Germany. Venezuela 
has felt the war less, inasmuch as its trade was largely 
with the United States. The banks of the latter 
country are actively establishing agencies in South 
America, and, in view of the difficulty in obtaining 
fresh capital from Europe, it seems probable that the 
efforts of the financiers and merchants of the United 
States to acquire a large share of the trade of South 
America, and of the control of its railways and other 
enterprises, will be rewarded at last. But they will 
have to contend with an intense suspicion and jealousy 
of American interference, more especially in Colombia 
and Ecuador. West Coast traffic, of course, has been 
hindered latterly by the repeated blocking of the 
Panama Canal. We can trust American determination 
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and engineering skill to overcome the difficulties of the | 
soft rock and the landslips, but these and the war have || 
made the first year of the Canal disappointing. {| 

The following table shows the prices of a number of | 
Central and South American securities before the war 
and at the present time :— 
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CENTRAL and SourH AMERICAN SECURITIES. 





Price | Price | Fall 





Description. | End of | End of Present} Since 

| June, July, | Price. | July, 
, 1914. | 1914. | 1914. || 
GOVERNMENT. I 
Argentine 5 %, 1886-7 ...... — 1034 100x 973 | 23 || 
Buenos Ayres (Prov.) 34 % 1] 
Bbet. BES..ccccccccceecs 64 56x 41 15 || 
Brazilian 5%, 1913 ........ 84 72 | S98 | 123 || 
Do 5 % Funding Bonds a if ae) es OM 
Guatemala4% ........ sean) ae 464 | ‘af ; 2 | 
Venezuela 3% ....cccceseess ee 55 488, 6R | 
Chilian 44 %, 1886 .......... 92 903x863 | 43 | 
Peruvian Corporation Pref... 37 28 224 | 54 | 
Uruguay 5 %, 1905 .......... 90 89 , 69 | 19 || 
MUNICIPAL. 
Buenos Ayres 5 %, 1913 .... 96 93 81 12 SC 
Lima (City of) 5 %.......56. 814 794x «6B lg 
Pernambuco § % ......-+. 80 77 69 8 || 
Rio de Janeiro 44% ......-. 844 83 687 14} | 
RalLways. 1 
Antofagasta Def........ soccel ae 147% 123% 243 CO 
Brazil Railway 6% Cum. Prf.. 45 344 17 174 

Buenos Ayres Great Southern; 112 105 813 233 

Buenos Ayres Pacific ........| 67 55 463 8 

Buenos Ayres Western ...... 112 106 842 21k 

Central Argentine .......... 103 95 812 134 
Sil OMEiinscskicandeeasons | 2425 | aay | 177 | an || 


EGYPT AND THE SUEZ CANAL. 


Ecypt felt the first shock of war very severely, but 
since the opening of the present year the general finan- 
cial situation has shown a steady improvement, and the 
cotton situation in particular proved much better than 
could have been anticipated. Thanks to the energetic 
measures taken by the authorities, there have been no 
local disturbances of any magnitude even after the entry 
of Turkey into the war; and this, in combination with 
the sense of security given by our fleet, has enabled 
residents in Cairo and elsewhere to pass the year under 
tolerably normal conditions, though the Dardanelles 
expedition has converted Alexandria into a vast base 
and hospital depot. Prices have risen sharply in 
Alexandria, mainly as the result of the great increase in 
its population; but in Cairo, according to an official 
report issued at the end of August, the generally level 
of home produce actually fell. In Egypt generally it is 
true that, although the price of imported goods has 
risen, that of the necessaries of life has, on the whole, 
tended to fall. 

The financial statements issued by the Egyptian 
Government record a steady recovery, assisted by strict 
economy and the restriction of new capital outlay. Thus 
in September the receipts were £287,767 in excess of 
what they were a year ago, and only ££59,652 less than 
in September, 1913. The main items of increase were 
the land taxes (+ ££40,828), Customs (+ ££93,077); 
legal fees (+ £31,410), railways (+ £109,087). The 
only heads under which important decreases were re- 
gistered were tobacco dues (— £6,349) and port and 


lights dues (— ££3,203). Expenditure during the |: 


month was reduced by £115,820, the chief items show- 
ing economy being irrigation £41,963, railways 
4£47,413, and War Office ££17,996. The total re- 
venue at the end of September came to ££7,144,023, 
and the expenditure to £87,404,415, as against 
47,040,531 and £88,752,092 respectively 12 months 
ago, showing an increase in the former of £E103,492, 
and a decrease in the latter of ££1,347,677. It should 
be noted that, compared with the end of September, 
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1913, when things were normal, the expenditure has 





££166,075 to the bad. 
For the half-year April-September the excess of ex- 
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: ; Of 25c to 6f 75c per ton. If the traffic decreases further 
been reduced by ££1,578,201, while the revenue is only | we may have to face another rise, but if the traffic does 
not further decrease, or improves, as we hope it may, 


| the 6f 75c rate should remain. When normal conditions 


penditure over revenue has been reduced to ££260,392, return we hope the Canal Company will be able to revert 


against £€1,711,561 on September 30, 1914, and 

££1,672,518 on September 30, 1913, although the 

period contains the highest collections of the year. 
The cotton crop, according to a recent statement by 





to the 6f 25c rate, and we look forward to a gradual 
reduction from that figure to the 5f, which we trust may 


be ultimately established.’’ The latest news from 
Egypt describes active preparation for the fortification 


the Minister for Agriculture, is estimated at 4,863,000 | of the Canal with trenches. It is stated that Dutch 


cantars, a reduction due to the fact that only 1,186,000 
feddans were planted instead of the expected 1,350,000. 
A correspondent, writing to the Economist at the end 
of October, stated :—‘‘ The value of cereals exported 
from Egypt in the first eight months of this year is 
££3,170,000, which represents an increase of nearly 
££1,000,000 over the figures of last year. England 


took ££380,000 worth of the total export. In addition, | 
however, to the cotton crop of 1915, a considerable | 


balance of the crop of 1914, which has been held over, 
remains to be put on the market. The first slump in the 
demand for cotton last autumn caused prices of Egyp- 


tian cotton to fall by nearly one-half, and the Govern- | 


ment then came to the aid of small cultivators by 


buying their crops and keeping the cotton in reserve. | 


At the beginning of this year the demand rose con- 


siderably, and those cultivators who had held on to their | 
cotton were able to get much higher prices, approaching | 
those of normal times. And the crop this year is likely | 


to realise a very fair price because belligerent needs 
have largely compensated for the diminished civil 
market.’’ 

It is announced that from April 1st next the transit 
dues for loaded ships passing through the Suez Canal 
are to be raised from 6f 25c to 6f 75c per ton, and for 


ships in ballast from 3f 75c to 4f 25c per ton. The dues 
will thus be brought back to the rates in force before | 
January 1, 1913, since which date there has been a) 


steady reduction. Lord Inchcape, referring to the in- 


crease at the meeting of the P. and O. held on Wednes- | 
day, said : ‘‘ The advance of the Suez Canal Company’s | 
receipts has been checked by the war. In that com- 


pany’s prosperity the shipowners hitherto have shared, 


advances in the rate of dividend having been accom- | 


panied by reductions in dues. For the year 1914 the 


Suez Canal dividend had to be reduced by 45f per share, | 
but the shareholders accepted the reduction uncomplain- | 
ingly, and the dues were not increased. For 1915 the 
reduced dividend will again operate, and it can only be | 
maintained at the 1914 rate by wiping out the reserve | 


set aside in the previous year. For 1916 the outlook is 
not bright, and the Canal Company propose to raise 
their charge by 50c per ton from April 1st next—that is, 
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boats have been advised to take the Cape route, instead 


of using the Canal. 


| 
| 
| 
| 
{ 
| 


| HE NETHERLANDS AND SCANDINAVIA. 


Or the few European countries which have contrived 
_to remain neutral, those in the North have been more 
-able to recoup themselves for the losses inseparable 
from a great war by increasing their commerce both 
with the belligerents and with the Western Hemi- 
sphere. At the beginning of the war large profits were 
‘undoubtedly made in Holland and Scandinavia by far- 
mers and manufacturers who were in a position to 
supply from stocks those commodities which were 
most needed by Germany and Austria. On the other 
'hand, the blockade of the North Sea at once caused 
‘unemployment and privation to neutrals, especially 
Holland, which was also hard hit by the cost of de- 
-fensive mobilisation and of maintaining half-a-million 
| Belgian refugees and large numbers of interned Ger- 
man and British soldiers. ; 
But the shipping situation has greatly improved since 
the early days of the war, and it is in this direction that 
the Scandinavian countries have been doing so well. 
Holland is hardly so favourably situated. According 
to a statement presented to the Dutch Legisla- 
ture in the autumn, several seagoing vessels have been 
‘sold to foreign countries, including Norway, Den- 
mark, and the United States. Owing to the extra- 
ordinarily high level of freight rates and to the severe 
scarcity of tonnage, these naturally fetched enormous 
prices, and consequently the shipbuilding yards have 
been kept busy in order to supply the deficiency, for 
in addition to those sold, many Dutch ships have been 
lost by mines or have been sunk by German sub- 
marines. In June no less than 64 steam vessels were 
building, aggregating 269,000 tons, which represents 
an increase of 20 per cent. on the existing fleet. There 


| 


| 


| 
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has thus been a good demand for labour, both for ship- 
bvilding and for machinery. But compared with the 

pre-war period the actual movement of shipping has 

shown a large decline, which has been much more 

severe in Rotterdam than in Amsterdam. The Rhine 

traffic has been less than one-quarter of that of normal 

times. As everywhere else, the building trade in Hol- 

iand has suffered almost more than any other industry. 

During the first half of the year the amount of work 

undertaken was over 27 per cent. less than in the corre- 

sponding period of the previous year. Strangely 

enough, the luxury trades, though far from flourish- 

ing,are said tobe holding their own, and in some cases 

to be recovering. The metal industry, however, is 

prospering, and were it not for the shortage of skilled 

labour, would show still greater expansion. Fishing 

has proved a profitable industry, chiefly owing to the 

large catches of herring. Mining, flax spinning, glass 
and electric cable works, and cigar manufacturers have 
shown very favourable results, while agriculturists, 
with the exception of fruit-growers, have done remark- 
ably well. As a result, there has recently been a large 
increase in amount of mortgage bonds issued by 
banks in agricultural districts, although rate of in- 
terest still remains rather high. Credit mortgages, 
however, continue to be practically unobtainable. We 
have shown how the Amsterdam and Scandinavian 
exchanges have increased in importance, especially 
during the last six months. 

Norwegian shipping has greatly benefited from high 
freights, and many shipping concerns have recently 
been paying 4o and 50 per cent. dividends. It is even 
said that many boats have paid for their own cost in 
two or three voyages. The cost of vessels has, there- 
fore, increased remarkably, and the amount for which 
the mercantile marine is insured has increased from 
400,000,000 kr at the outbreak of war to 500,000,000 
kr. There has, consequently, been a great deal of 
speculation in shipping shares, which in some cases 
have risen over 100 per cent. But many difficulties 
have had to be contended with. Besides the dangers 
of the North Sea, the German control of the Baltic, 
and latterly the presence of British submarines has 
made navigation extremely difficult ; over 40 Norwegian 
vessels have been torpedoed, sunk, or blown up by 
German submarines, and the ‘‘ State Insurance Com- 
mittee ’’ has already to face losses amounting to 20 
million kroner. Fewer vessels have recently been tor- 
pedoed, but many cargoes are jettisoned, causing great 
loss and inconvenience. A further difficulty is the 
high price and shortage of coal, and there is a growing 
tendency to build oil-driven motor ships. A large 
number of new shipping companies are continually 
being formed, and many of the old companies are en- 
larging their fleets. The foreign trade of Norway 
has, of course, been dependent upon shipping, and 
when navigation in the Baltic became difficult trade 
decreased. 

Some trade is done by land, but it is not very brisk. 
A great interest is being taken in the Russian market. 
Communications, however, are not at present favour- 
able to trade between Russia and Norway, but there 
should be great activity when the war is over. Trade 
with Germany has declined, but that with England has 
greatly increased. In the first six months of 1915 ex- 
ports from Norway to England were valued at 
£,6,900,000, against £3,600,000 in the first six months 
of 1914. At the same time, imports from England to 
Norway totalled 43,800,000, against £3,550,000 in the 
corresponding months of last year. The trade balance 
is thus in favour of Norway, and for this reason the 
rate of exchange for sterling has fallen. The greatest 
extension of the oversea trade has been with America. 
Owing to the war the old markets in Europe are partly 
| closed, and Norway has been obliged to buy neces- 
saries, such as foodstuffs, oil, cotton, and so on, in 
America. 


creasing sale of klipfish and preserves over there. 


American Line has helped, 
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On the other hand, there has been an in- 


In the advancement of this trade the Norwegian- 
and the traffic is now con- 
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stantly rising. While the trade balance with England | 
is favourable, it is the opposite with the United States. 
Imports from America to Norway in July this year 
totalled $1,500,000, in round figures, against about || 
$230,000 in the corresponding month last year. Ex.-| 
ports from Norway to America were almost unaltered | 
(about $300,000). The stock of gold in the Norges || 
Bank has, for the first time in its history, passed the } 
100 million kroner mark, and went as high as 140 mil- 1 
lions in the autumn; the average is about 80 millions. 
At the same time, new joint-stock companies have been | 
| 
| 











established, with a capital amounting to 200,000,000 
kr, while the deposits in the private banks have in- 
creased about 150,000,000 kr. But, while there are 
signs of prosperity both in Norway and Sweden, prices || 
of necessities are exceptionally high, and the | 

| 








classes are suffering. 


Swedish shipowners have not been so fortunate as || 


their Norwegian neighbours; nor has Swedish trade 
been so good as that of Norway or Denmark, owing 
to the geographical position of Sweden. During the 


first seven months of the present year there arrived in 
Stockholm from foreign ports a total of 870 vessels, |) 
| 


against 1,647 for the corresponding period last year, 
and there sailed from Stockholm to foreign ports | 
during the same period 1,002 vessels, against 1,661 for 
the first seven months last year. A report issued by 
the Swedish Department for Commerce in September 
shows some of the effects of war conditions on the 
country’s foreign trade. Thus marked increases are 
shown in the import of cotton (109,926 tons in the first 
six months of 1915, against 12,957 in the correspond- 
ing period of 1914); maize (129,339 tons, against 
17,600), wheat (100,961, against 83,608). Rye and 
oats, on the other hand, fell off. Coal imports fell off 
slightly, while those of petroleum, benzine, and gaso- 
line are only half of what they were in the same period 
last year. On the export side there were marked in- | 
creases in provisions, textiles, certain timber descrip- 
tions, and pig-iron. Thus, bacon exports rose from 








about 6 to over 10 million kilograms; fresh meat from |} 
million kilograms. The export of cotton yarns |) 


2; to5 
eee threefold, and that of woollen textiles six- 

fold. Pitprops to the extent of 302,055 cubic metres 

were exported, against 193,229 in the first half of 1914. 

Exports of cement and certain iron commodities also 

show a marked increase. On the other hand, the ex- 

ports of iron ore receded, although Germany, for in- 

stance, is a keen buyer of Swedish iron ore; but 

shipping difficulties have impeded this trade. The ex- 

port of mechanical wet wood pulp has gone down from 
106,560 tons to 32,881 tons; also the export of paper 
for newspapers. Swedish Customs receipts for 
January-July, 1915, are only 34,017,844 kr, against 
39,810,462 kr for the same period in 1914. 

Denmark also is suffering from unprecedentedly 
high prices, bread having advanced between 33 and 
50 per cent., meat and bacon about the same, butter 
and margarine between 20 and 30 per cent., flour, meal, 
peas, &c., 75 per cent. But as in the other Scandi- 
navian countries, a small percentage of the population 
is prospering exceedingly. Shipping companies are 
paying large dividends, while farms and estates are 
changing hands on a large scale at constantly increas- 
ing prices, giving large profits to owners, who have 
often only held them a short time. Live stock and all 
produce fetch fancy prices, Austria especially being a 
keen and reckless buyer of cattle, and almost all articles 
of food. Austrian buyers gladly pay 80 ére per Ib live 
weight, but then beef in Austria is stated to fetch 
43 2d per } kilo; a Danish farmer recently refused 
17,000 kr for 20 head of cattle. One of the first Vienna 
banks, says a large advertisement in Scandinavian 
papers, is a buyer of large quantities of butter, lard, 
tallow, cheese, condensed milk, live stock, tinned hams, 
meat, and fish conserves, dried fish, all kinds of fruits, 





weakness of the Austrian and German exchanges. 











| 





| 
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oils, spices, soap, matches, &c., but especially all 
articles of food. The British agreement with Denmark 
is probably responsible to some extent for the recent 


I 
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SWITZERLAND IN 1915. 


Apart from the practical suspension of the tourist 
traffic, the great difficulty of Switzerland has lain in 
her dependence on the goodwill of France, Italy, and 
Great Britain for her supplies of food and raw material 
from oversea. The French and Italian railways have 
been terribly congested with traffic, and it has been 
necessary for all three Powers to take precautions 
against re-export to Germany and Austria. In May 
the entry of Italy into the war set up further diffi- 
culties of transport, and cut off, to a great extent, the 
imports of food from that country, and so raised prices, 
notably of butter and milk. In January, however, the 
French Government guaranteed the transport of 
regular supplies of grain from Mediterranean and 
Atlantic ports, and, after some six months of negotia- 
tion, an arrangement with the Allies was concluded 
in November for the formation of a Swiss Import 
Trust, composed of leading merchants and manu- 
facturers and under the supervision of the Federal 
Executive, to which imports from oversea are con- 
signed, and which undertakes to provide that no 
portion of them shall be re-exported to the territory of 
the Central Powers, except under special arrangement 
and as ‘‘compensation,’’ for indispensable articles, 
such as sugar and chemicals, which Switzerland is 
absolutely unable to obtain from any other source. 
Coal also can practically only come from Germany, 
and there have been some intermissions in the supply, 
though it has recently been both continuous and 
adequate; but the detention of goods wagons abroad 
owing to the congestion of traffic has caused some 
further irregularities in the arrival of foreign goods. 
The hotelkeepers and the ‘‘ tourist industry ’’ generally 
have obtained much-needed relief through the institu- 
tion by the Federal Council of a moratorium (to be 
put in force in each case with the leave of the proper | 
cantonal authority) for interest and repayment of 
money borrowed on mortgage until after the close of 
next year, coupled with a prohibition of the extension 
of the existing hotels, or the establishment of new 
ones, unless by special leave. Some of the tourist 
resorts have put forth programmes of ‘‘ winter sport,”’ 
but there will be few visitors except from Switzerland 
itself. The cost of mobilisation—which by the end of 
1916 may be from £14,000,000 to £/16,000,000—is to 
be met eventually by a special and progressive levy 
on property and earned income; but the deficit this 
year is £1,485,000, and new revenue must be found 
for the application of the law for insurance against 
illness and accident, passed in 1911-12. The tax on 
persons exempt from military service has been doubled ; 
a million sterling is to be got from the projected 
tobacco monopoly, and a tax is also contemplated on 
beer. Should these imposts be rejected, the sole 
alternative is direct Federal taxation. 





SPAIN. 


It is still true to say, as we said last year, that Spain 
has felt the effects of the war less than other countries 
in Europe. But that is not the same thing as feeling 
nothing. The shortage of money and the sharp rise 
in the rate of interest was shown in a very unpleasant 
way by the failure of the £30,000,000 loan in June, 
little more than a tenth of the sum required being sub- 
scribed, although the return was rather better than 
that offered by our own 4} per cent. War Loan issued 
just afterwards. This failure came as such a blow to 
the Government that Senor Dato tendered his resigna- 


tion to King Alfonso, but the king, after consultation 
with the other political leaders, refused to accept it, 
and the Dato Cabinet remained in office. The Dato 
Conservative Ministry has now beea replaced by a 
Liberal Romanes Ministry, which is more favourable 
lo us. 


Revenue kept up fairly well. Returns for the first 
half of this year, which compare with the last six 
months of peace, show a decline of 64 million pesetas 
in the amount realised in taxation. On the expendi- 
ture side the totals have risen, the cost of the army 
being 694 million pesetas, as compared with 58 mil- 
lions in 1914; and in Morocco the cost of administra- 
tion rose from 60 million pesetas to 72} millions. The 
strength of the peseta has been remarkable. It has 
often been at a premium in sterling, and much gold has 
gone into the Bank of Spain. This is ascribed to the 
large exports of manufactured goods from Barcelona 
and district into France. 

Certain industries have been seriously checked by 
the want of raw materials previously imported from 
Germany; one trade—the making of knitted goods—is 
said to have been paralysed by the cutting off of its 
supply of German knitting needles. The mining in- 
dustry, in which much British capital has been sunk, 
experienced a crisis in August as a result of the enor- 
mous rise in the cost of materials. We published a 
table on August 28th showing that zinc plates had 
risen in 12 months from 115 to 304 pesetas per 100 
kilos, tin from 290 to 410 fesetas, welded wire from 
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575 to 675 pesetas. On the other hand, certain new 


industries have sprung up to supply articles which used 
to come from Germany. 


It goes without saying that coal rose largely in 
price, for freights alone would cause a big rise; but 
| the supply from England fell off as well. For the 
| whole year 1914 the imports from England and Wales 
fell from 3,648,000 to 2,940,000 tons; as compared 
with 1912 the figures show a fall of 501,000 tons. The 
great Rio Tinto Company may serve as a barometer of 
the mining industry : 14 months ago the directors post- 
poned the declaration of a dividend; for the whole 
year 1914 the distribution came to £1 15s per share 
only, as against £3 15s in 1913; and two months ago 
the dividend was just £1. For the first six months of 
the present year the exports of iron have declined by 
284 million pesetas and lead 4 millions; while in other 
staples raw wool has declined 7 millions and ordinary 
wines 25 millions. 

Consular reports on Spain and her colonies are 
strangely few. Our Consul for Spanish Guinea writes 
that, ‘‘ on the whole, the war has had surprisingly little 
effect on the general trade.’ German competition being 
eliminated, ‘‘ British trading houses have done slightly 
better ’’; on the other hand, ‘‘imports from Spain 
have increased somewhat, and the Spanish houses are 


trying to take advantage of the situation at the expense 
of both British and Germans.”’ 


PORTUGAL AND ITS COLONIES. 


PORTUGAL’S position in the war is a curious one, for 
she has announced her adherence to the ancient alli- 
|| ance with Great Britain, but has not been called upon 
j, to take an active part in the European campaigns. 
Such action as she has taken in Africa has not been 
considered by the Central Powers as a casus belli, and 
their representatives still remain at Lisbon. A coup 
d'état in the German interest last autumn suspended 
Constitutional Government during last winter, and 
brought in a Ministry which favoured a return to 
neutrality—but this régime was abolished, and Consti- 
tutional Government was restored by a radical republi- 
can revolution in May. President Arriaga resigned, and 
0 replaced ad interim by Dr Braga, who had been 
ithe first President. Dr Bernardino Machado, who, as 
Premier, declared for the British alliance on the out- 
‘break of war, has now been elected President, and Dr 
Afonso Costa, the financial reformer, has returned to 
power—a régime which promises well for the future. 
Portugal was urgently in need of the continuance of 
such strong control over its finances as Costa exercised 
during 1913, and the heavy expenditures imposed by 
the European crisis, combined with frequent changes of 


Government, have not improved matters during 1914 
|} and rors. 


| 


So far as her trade is concerned, various consular 
reports show that many staple lines have fallen off, 

}} and that the occasional gains do little to redress the 
|| balance. Our Consul at Lisbon reports a great falling 
|| off in the foreign trade of the ¢apital, amounting to 
| 174 per cent. in the case of exports, and of no less than 
|37 per cent. in the case of imports, which are, or 
| were, about four times the value of exports. Some 
allowance should be made for a fall in the exchange 
alue of Portuguese money, which varied in 1914 from 

$ escudos to the pound down to 7} escudos, this fall 
itself being an indirect result of the war. The escudo 
is the new Portuguese currency, and should be worth 


¥ 
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| 
\ 
| 
| 
| 
| 
| 
| 


;| normally about five to the pound sterling ; for the year 
1914 our Consul had converted at six to the pound. 
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Among particular exports, cork declined, owing to the |: 
difficulty of sending it to Germany. Our “ blockade ”’ of || 
Germany inevitably hits other people besides the Ger- || 
Portugal, with its colonies, suffers ip | 


Thus the wine trade fell off and | 


mans; and 
various directions. 
prices were low, since export toGermany and to Franc. 
was difficult. The supply of frozen meat failed en- 
tirely, as it used to come from the Argentine wij 
Liverpool, and export from the United Kingdom js 
forbidden. A scheme for ‘‘ industrial warehouses ’’ 
was started to provide for manufacturers who had los: 
their export trade through the war. In one line the 
war caused an expansion; the amount and value oj 
pitwood exported to Wales rose owing to the difficulty | 
of getting wood from France. | 

Turning from the old country to its Oversea posses- | 
sions, we find that in the vast colony of Angola, which | 
stretches south of the Congo from the 6th to the 18th’ 
degree, the outbreak of war ‘‘ caused a great diminu- 
tion in the importation of European manufactured | 
articles’’ and a corresponding decline in the exports. | 
In August, 1914, an Act was passed in Lisbon for a | 
reduction of at least 50 per cent. in the tariffs be- 
tween Portugal and her colonies and between one 
colony and another. The absence of German com- 
petitors naturally led to increased trade with the United 
Kingdom, and even compelled importers to accept the 
unwelcome British conditions of ‘‘ payment against 
documents.”’ 

In Madeira, according to another consular report, | 
trade responded very quickly to the changed condi- 
tions; a great falling off in both imports and exports 
followed at once. ‘* Freights were raised, insurances | 
increased, and a low rate of exchange ruled, all these | 
combining to make it difficult to carry on business. "” | 
The embroidery trade, which had been largely in Ger-| 
man hands, came almost to a standstill, and the em-| 
ployees were at once in a bad way, especially the | 
women. Houses trading with the United States con-| 
tinue to do some business, but the workers complain | 


bitterly of low wages— often less than a third of the | 
usual rate.’’ 


wines to Germany, Russia, 
France. From the experience of Madeira, we may learn 


that ‘‘capturing German trade’’ is a game at which 
other nations can play. 


writes, ‘‘ are very much alive to the opportunities now 


The United States, our Consul || 


i} 


The wine trade suffered from the loss || 
of its principal markets, as it was not possible to ship | 
Austria-Hungary, or). 


offered by the war for introducing their goods into || 


Portugal and Madeira.”’ 


Trade journals and cata- || 


j 


logues are being sent freely to merchants and shop- || 
keepers, printed in Portuguese and illustrated, ‘‘ and), 


are certainly well fitted to tempt purchasers to make a 
trial of American goods to replace those usually im- 
ported from Germany.”’ 

In Portuguese East Africa our Consul sees ‘‘an 
opportunity for extending British trade in goods which 
have hitherto been supplied by Germany.’’ But the 
aggregate is a small one, and the colony has suffered 


less from the war than might have been expected. The || 


German East Africa line has stopped running, and the 
Union Castle steamers have ceased to call at the port 


of Chinde, so the Portuguese steamers are reaping || 


a rich harvest. The same thing may be said of Lobito 
Bay, in Southern Angola, where the Empresa Nacional 


has again taken the place of the English and German 
lines. 


In the islands of San Thomé and Principe Portu- |) 


guese vessels have always held the chief carrying 
trade, since a preferential tariff makes competition 
almost impossible. In spite of this apparent advantage, 
imports of foreign goods fell by two-fifths in the second 
half of 1914. German houses had secured a large 
share of the market, partly by sending travellers who 
could speak the language, and partly through “‘ their 


rcediness to grant from three to nine months’ credit to 
the local merchants.”’ 
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ROUMANIA DURING THE YEAR. 


In spite of her difficult and central position Roumania 


has maintained her neutrality throughout the year. | 
Her foreign export trade and shipping have been seri- | 
ously affected by the closing of the Dardanelles, which | 
practically involved seclusion from the neutral world. | 


Since the renewal of the campaign in Serbia the route 


from Salonika to Roumania has necessarily been closed, | 


and the Roumanian Government has since been endea- 


vouring to arrange by treaty for overland connection 
with Great Britain vid Russia and Sweden. 


delicate, owing to the demands made upon the Rou-. 
manian Government to allow the passage of munitions | 


through to Turkey. 


ordinarily supplied by Germany and Austria-Hungary, | 
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Her rela- | 
tions with Bulgaria and the Central Powers have been | 


Her difficulties were enhanced by | 
the fact that nearly 60 per cent. of her total imports are 
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45,000,000 loan of the British Government in January 
of this year. 

Among neutral States Roumania has been especially 
clever in drawing money from the belligerents and 
profits from the war. She has supplied grain to the 
Central Powers by selling her own supplies at ex- 
orbitant prices, and then importing cheap grain from 
Russia to satisfy her own needs. Then she has been 
getting very high prices for oil. Since the second 
_invasion of Serbia Roumania has been receiving and 
supporting Serbian refugees, who are in many cases 
their blood relations, many inhabitants of North Serbia 
| being Vlachs who speak Roumanian. She is, however, 
no longer able to communicate with what remains of 
‘the Serbian armies, since the Bulgarians occupied the 
North-Eastern corner of Serbia and closed the Serbo- 
| Roumanian frontier. 


} 


on whom she is almost wholly dependent for machinery | 


and machine-made goods. 
certain financial grip in Roumania, especially perhaps 


due to the financing of local Roumanian banks by the. 


large banks in Germany and Austria-Hungary. 


On the other hand, in spite of the hampering of her 


trade, Roumania has been engaged on active military 
preparations; she has been deterred from war partly (it 
is alleged) by lack of munitions; accordingly a new 
Department (a Munitions Ministry) has been set up to 
work in co-ordination with the Ministry for War. 
Negotiations are said to have been carried through with 


Russia, by which Roumania is given facilities for the | 


transit of merchandise and munitions across Russian 
territory to the Port of Kola. The Roumanian Govern- 
ment, though in a strong financial position compared 
with the other Balkan Governments, cannot well afford 
the cost of a mobilisation. Bribery and other influences 
have been at work to induce Roumania to abandon 
neutrality in favour of the Central Powers; while, on 
the contrary, she is bound to the Entente side by the 
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BULGARIA AND GREECE. 


Peruars the most unfortunate event in the course of 
the Great War was the adhesion of Bulgaria to the 
Central Powers. A clever alien Prince, with pro- 
German leanings, outwitted the Allied diplomacy by 
playing on Bulgarian claims to Macedonia so success- 
fully that he has led his country into an alliance with 
Germany and Austria. The Bulgarian peasant must 
have been reluctant to take arms again even against 
| Serbia. As one of our Vice-Consuls in Bulgaria re- 
| ports, ‘‘ The last normal year for the commerce of the 
/country was that of 1911.’’ In the early part of 1914 
‘trade had recovered very well, the first four months’ re- 
'turn of imports being valued at over 4 million pounds, 
lor practically three times as much as the previous year’s 
‘figures, and exports had risen in the same proportion, 
| but had not passed the figures of 1912. Being mainly 
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575 to 675 pesetas. On the other hand, certain new | 
industries have sprung up to supply articles which used 
to come from Germany. 

It goes without saying that coal rose largely in 
price, for freights alone would cause a big rise; but 
the supply from England fell off as well. For the 
whole year 1914 the imports from England and Wales 
fell from 3,648,000 to 2,940,000 tons; as compared 
with 1912 the figures show a fall of 501,000 tons. The 
great Rio Tinto Company may serve as a barometer of 
the mining industry : 14 months ago the directors post- 
poned the declaration of a dividend; for the whole 
year 1914 the distribution came to £1 15s per share 
only, as against £3 15s in 1913; and two months ago 
the dividend was just £1. For the first six months of 
the present year the exports of iron have declined by 
284 million pesetas and lead 4 millions; while in other 
staples raw wool has declined 7 millions and ordinary 
wines 25 millions. 

Consular reports on Spain and her colonies are 
strangely few. Our Consul for Spanish Guinea writes 
that, ** on the whole, the war has had surprisingly little 
on the general trade.’? German competition being 


Among particular exports, cork declined, owing to the || 
difficulty of sending it to Germany. Our “‘ blockade”? of | 
Germany inevitably hits other people besides the Ger- | 
mans; and Portugal, with its colonies, suffers in | 
various directions. Thus the wine trade fell off and 

prices were low, since export to Germany and to Franc 

was difficult. The supply of frozen meat failed en- 

tirely, as it used to come from the Argentine vj 

Liverpool, and export from the United Kingdom js 

forbidden. A scheme for ‘‘ industrial warehouses ”’ 

was started to provide for manufacturers who had los: 

their export trade through the war. In one line the 

war caused an expansion; the amount and value o! 

pitwood exported to Wales rose owing to the difficulty | 
of getting wood from France. 

Turning from the old country to its oversea posses- 
sions, we find that in the vast colony of Angola, which 
stretches south of the Congo from the 6th to the 18th | 
degree, the outbreak of war ‘‘ caused a great diminu- 
tion in the importation of European manufactured 
articles’? and a corresponding decline in the exports. | 
In August, 1914, an Act was passed in Lisbon for a| 
reduction of at least 50 per cent. in the tariffs be-|| 
tween Portugal and her colonies and between one || 
colony and another. The absence of German com- || 
petitors naturally led to increased trade with the United || 
Kingdom, and even compelled importers to accept the || 
unwelcome British conditions of ‘‘ payment agaiust |! 
documents.”’ 

In Madeira, according to another consular report, |) 
trade responded very quickly to the changed condi- || 
tions; a great falling off in both imports and exports || 
followed at once. ‘‘ Freights were raised, insurances || 
increased, and a low rate of exchange ruled, all these || 


| 
j 


combining to make it difficult to carry on business.’’ || 
The embroidery trade, which had been largely in Ger- | 
man hands, came almost to a standstill, and the em- || 
ployees were at once in a bad way, especially the | 
women. Houses trading with the United States con-| 
tinue to do some business, but the workers complain | 

































eliminated, ‘‘ British trading houses have done slightly 
better ’’; on the other hand, ‘‘imports from Spain 
have increased somewhat, and the Spanish houses are 
trying to take advantage of the situation at the expense 
of both British and Germans.”’ 
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PORTUGAL AND ITS COLONIES. 


PORTUGAL’S position in the war is a curious one, for 
she has announced her adherence to the ancient alli- 
ance with Great Britain, but has not been called upon 
to take an active part in the European campaigns. 
Such action as she has taken in Africa has not been 
considered by the Central Powers as a casus belli, and 
their representatives still remain at Lisbon. A coup 
d’état in the German interest last autumn suspended 
| Constitutional Government during last winter, and 
brought in a Ministry which favoured a return to 
neutrality—but this régime was abolished, and Consti- 
tutional Government was restored by a radical republi- 

can revolution in May. President Arriaga resigned, and 
| was replaced ad interim by Dr Braga, who had been 
j{the first President. Dr Bernardino Machado, who, as 
i| Premier, declared for the British alliance on the out- 

break of war, has now been elected President, and Dr 

Afonso Costa, the financial reformer, has returned to 

power—a régime which promises well for the future. 
|| Portugal was urgently in need of the continuance of 
such strong control over its finances as Costa exercised 
during 1913, and the heavy expenditures imposed by 
| 
' 
| 
| 
| 
| 
| 
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; | 
usual rate.’’ The wine trade suffered from the loss || 
of its principal markets, as it was not possible to ship || 





that ‘‘capturing German trade’’ is a game at which 





writes, ‘‘ are very much alive to the opportunities now 

offered by the war for introducing their goods into 
logues are being sent freely to merchants and shop- 
keepers, printed in Portuguese and illustrated, ‘‘ and 
are certainly well fitted to tempt purchasers to make a 
trial of American goods to replace those usually im- 
ported from Germany.”’ 

In Portuguese East Africa our Consul sees ‘‘an 
opportunity for extending British trade in goods which 
have hitherto been supplied by Germany.’’ But the 
aggregate is a small one, and the colony has suffered 
less from the war than might have been expected. The 
German East Africa line has stopped running, and the 
Union Castle steamers have ceased to call at the port 
of Chinde, so the Portuguese steamers are reaping 
a rich harvest. The same thing may be said of Lobito 
Bay, in Southern Angola, where the Empresa Nacional 
has again taken the place of the English and German 
lines. 

In the islands of San Thomé and Principe Portu- 
guese vessels have always held the chief carrying 
trade, since a preferential tariff makes competition 
almost impossible. In spite of this apparent advantage, 
imports of foreign goods fell by two-fifths in the second 
half of 1914. German houses had secured a large 
share of the market, partly by sending travellers who 
could speak the language, and partly through “‘ their 
rcadiness to grant from three to nine months’ credit to 
the local merchants.’’ 





the European crisis, combined with frequent changes of 
Government, have not improved matters during 1914 
and IQIs. 

So far as her trade is concerned, various consular 
reports show that many staple lines have fallen off, 
and that the occasional gains do little to redress the 
balance. Our Consul at Lisbon reports a great falling 
off in the foreign trade of the capital, amounting to 
174 per cent. in the case of exports, and of no less than 
37 per cent. in the case of imports, which are, or 
were, about four times the value of exports. Some 
allowance should be made for a fall in the exchange 
value of Portuguese money, which varied in 1914 from 
54 escudos to the pound down to 7} escudos, this fall 
itself being an indirect result of the war. The escudo 
is the new Portuguese currency, and should be worth 
normally about five to the pound sterling ; for the year 
1914 our Consul had converted at six to the pound. 
























wines to Germany, Russia, Austria-Hungary, or |, 
France. From the experience of Madeira, we may learn || 


other nations can play, The United States, our Consul || 


Portugal and Madeira.’’ Trade journals and cata-|| 
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ROUMANIA DURING THE YEAR. #5,000,000 loan of the British Government in January 
: ‘ a of this year. 

IN spite of her difficult and central position Roumania Among neutral States Roumania has been especially 
has maintained her neutrality throughout the year. \clever in drawing money from the belligerents and 
Her foreign export trade and shipping have been seri-| profits from the war. She has supplied grain to the 
ously affected by the closing of the Dardanelles, which | Central Powers by selling her own supplies at ex- 


practically involved seclusion from the neutral world. orbitant prices, and then importing cheap grain ‘from 


Since the renewal of the campaign in Serbia the route | Russia to satisfy her own needs. Then she has been 
from Salonika to Roumania has necessarily been closed, | getting very high prices for oil. Since the second 
and the Roumanian Government has since been endea-| invasion of Serbia Roumania has been receiving and 
vouring to arrange by treaty for overland connection supporting Serbian refugees, who are in many cases 
with Great Britain vid Russia and Sweden. Her rela-| their blood relations, many inhabitants of North Serbia 
tions with Bulgaria and the Central Powers have been | being Vlachs who speak Roumanian. She is, however, 
delicate, owing to the demands made upon the Rou-| no longer able to communicate with what remains of 
manian Government to allow the passage of munitions | the Serbian armies, since the Bulgarians occupied the 
through to Turkey. Her difficulties were enhanced by | North-Eastern corner of Serbia and closed the Serbo- 
the fact that nearly 60 per cent. of her total imports are | Roumanian frontier. 
ordinarily supplied by Germany and Austria-Hungary, | 
on whom she is almost wholly dependent for machinery | 
and machine-made goods. The Central Powers have a | 
certain financial grip in Roumania, especially perhaps | 
due to the financing of local Roumanian banks by the | BULGARIA AND GREECE. 
large banks in Germany and Austria-Hungary. 

On the other hand, in spite of the hampering of her Peruaps the most unfortunate event in the course of 
trade, Roumania has been engaged on active military the Great War was the adhesion of Bulgaria to the 
preparations ; she has been deterred from war partly (it, Central Powers. A clever alien Prince, with pro- 
is alleged) by lack of munitions; accordingly a new German leanings, outwitted the Allied diplomacy by 
Department (a Munitions Ministry) has been set up to, playing on Bulgarian claims to Macedonia so success- 
work in co-ordination with the Ministry for War. fully that he has led his country into an alliance with 
Negotiations are said to have been carried through with Germany and Austria. The Bulgarian peasant must 
Russia, by which Roumania is given facilities for the |have been reluctant to take arms again even against 
transit of merchandise and munitions across Russian | Serbia. As one of our Vice-Consuls in Bulgaria re- 
territory to the Port of Kola. The Roumanian Govern- | ports, ‘‘ The last normal year for the commerce of the 
ment, though in a strong financial position compared | country was that of 1911.’’ In the early part of 1914 
with the other Balkan Governments, cannot well afford | trade had recovered very well, the first four months’ re- 
the cost of a mobilisation. Bribery and other influences | turn of imports being valued at over 4 million pounds, 
have been at work to induce Roumania to abandon | or practically three times as much as the previous year’s 
neutrality in favour of the Central Powers; while, on | figures, and exports had risen in the same proportion, 
the contrary, she is bound to the Entente side by the but had not passed the figures of 1912. Being mainly 
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an agricultural country, Bulgaria did not suffer so much 
as an industrial country would have suffered. Although 
remaining outside the conflict for so many months, 
Bulgaria thought it necessary to copy the economic de- 
vices adopted bv the belligerents. A three-month 
moratorium was proclaimed on August 7, 1914, and 
then extended, and a week later the export of food 
staples and transport animals was prohibited, additions 
to the prohibited list being made from time to time. 
The closing of the Dardanelles left Bulgaria with no 
outlet to the world except from her inhospitable coast- 


line on the 4igean; and Dedeagatch, as the consular | 


report says, ‘‘ acquired an unwonted importance,’’ and 
could not cope with the stream of commerce; at that 
time the railway and the Turkish territory through 
which it ran had not been ceded to Bulgaria. 
Apparently the average expenditure and revenue of 
the country balance one another at a little over ten 
millions sterling, just two days’ cost of the-war to us; 
so that Great Britain might easily have offered to pay 
all existing Bulgarian taxes for the next 50 years in 
return for her assistance in the war. Yet, as everyone 


knows, the Allied diplomatists allowed negotiations to | 


drag on, raising their offers from time to time just 
when it was too late, until the Parliamentary Opposi- 
tion at Sofia, who had been strenuous and consistent 


supporters of the Anglo-Russian alliance, finally gave | . . . 
ee S ? 7 6 over a distance of some 50 or 60 miles, to take shelter 


up hope. 


The first indication that Bulgaria was inclining to- | 


wards the three Emperors was the agreement of 


not for the first time, the Turk showed his superiority 
in diplomacy. Twice at least before in this war the 
timely cession of territory, which belonged, on the 
principle of nationality, to a neighbour, would have 
secured a priceless advantage. Austria might have 
secured Italy by ceding the Trentino, Serbia might have 
secured Bulgaria by ceding the Bulgar area in Mace- 
donia ; possibly Roumania would have joined Russia in 
return for Bessarabia, or Austria-Hungary in return for 
Transylvania. 

On September 28th Sir Edward Grey warned Bul- 
garia that we should support our Balkan Allies if she 
took the aggressive; yet even now the die seemed not 
to be cast, for two days later M. Malinoff, the Demo- 
cratic leader, was authorised by the Opposition to treat 
with the Ministers of the Quadruple Entente. How- 
ever, the end soon came. On October 3rd Russia sent 
an ultimatum requiring the expulsion of German 
officers from Bulgaria; and on the 5th diplomatic re- 
lations were broken off. Up to this date, however, the 
Russians have taken no effective military measures 
against Bulgaria, and the Ultimatum remains unex- 
plained. On October 11th hostilities between Bulgars 
and Serbs began, and within a few weeks our enemies 
held the whole line from Berlin to Constantinople. 

By a curious and unexpected interpretation of her 
treaty with Serbia, Greece has kept out of the war. 
Yet she has not escaped the economic consequences of 
war. Pirzeus customs have fallen heavily as compared 
with 1914, the seven months to the end of July, 1915, 
showing a decline from 17% million drachme to 
14% millions. In April France made a loan of £800,000, 
and last month the Allies offered a further £1,600,000 
to meet the expenses of mobilisation. In all, Greece has 
a debt of nearly £50,000,000, against an ‘‘ ordinary ”’ 
revenue of £5,600,000, which does not meet her ‘‘ ordi- 
nary ’’ expenditure. 


THE CONDITION OF POLAND. 


SOME 75,000 square kilometres of Russian Poland are 
now in the occupation of the German army, with a 
population of about 7} millions, or about half the 
inhabitants of the country. Included in this total are 
the important industrial districts of Warsaw and 
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Lodz, with populations of 1,000,000 and 650,000 respec- 
tively: For 15 months this area has been the battle- 
ground of two vast armies, and has suffered all the in- 
evitable misery that modern war brings in its train. 
Added to this, it has recently undergone during the 
great retreat of the Russian Army a new misery. In 
the view of the Russian authorities, military necessity 
demanded the systematic and widespread devastation 
of the countryside, by which villages were burned, 
crops and stock destroyed, railways and bridges broken 
up. Some 4,000 villages were burned, and two millions 
of the population rendered homeless. The wooden 
thatched cottages lie in ashes, and travellers write of 
the dismal rows of blackened chimneys which are all 
that mark their sites. Not much is known of economic 


‘conditions at present, but American journalists have 


published some details of the situation. The Russians, 


'no doubt, hoped to convey the inhabitants with them 


into Russia, where they might received shelter and 
care. But as the retreat became more hasty, the un- 
happy peasants were left behind, and were overtaken 
and scattered by the advance of the German army. 
When this had passed by, the bewildered and frightened 
refugees began to retrace their steps, many of them 


in the towns or to settle down in miserable ‘‘ dug- 
outs’ beside the chimney of their old home. Thou- 


September 6th, by which Turkey ceded the territory | sands of Polish peasants, mostly women and children, 
west of Arianople to Bulgaria. It was obvious that | 
Turkey would not give up territory voluntarily unless | 
the advantage to be gained was enormous; and thus, | 


are living under these conditions, with no food but a 
scanty stock of potatoes. 

In time of peace this district is not self-supporting, 
and had to draw food supplies from Russia. The mili- 


|tary operations and the Russian strategy in retreat 
‘destroyed much of the standing corn, the stores and 
'farm stock. In addition, both the armies have made 
| heavy requisitions on the existing food supplies. Thus 
| the conquered part of Poland sees famine within 
|measurable distance. The peasants have, at least, 
their potatoes, but in the towns matters are almost 
|worse. Industrial workers (who with their families 
| total about 2,000,000 souls) have been practically with- 


out employment since the war broke out. In some 
cases, especially in the textile industry, this is due to 
the impossibility of obtaining raw materials; in others 
to their isolation from the Russian market, which was 
their chief customer, while the derangement of traffic 
and military requisitions have increased the difficulties 
of manufacturers. Moreover, all officials and others 
formerly in receipt of Government pay have lost their 
means of livelihood, and the large number of soldiers’ 
families (nearly half the population) are receiving no 
allowances. ‘Thus a vast proportion of the Poles has 
been reduced to pauperism, and though local charity 
is willing, it has not the means to support the starving 
people. In Warsaw the Citizens and Jewish Com- 
mittees are feeding at least one-third of the population 
in public kitchens, where tea, bread, and soup are dis- 
tributed either gratis or at a nomniaf price. Such 
food, of course, is not adequate to support the people 
in health, but food stocks are so scanty, and prices so 
high that the committees cannot do more. According 
to a recent estimate, prices of the most ordinary food- 
stuffs have increased from 200-1,500 per cent.—that is, 
of course, they are practically unobtainable. The de- 
struction of cattle and swine has led to a great scarcity 
of butter, bacon, and other fats, and, still worse, to an 
almost total lack of milk. It is no wonder that, 
especially among children and old people, many of the 
morbid conditions and specific diseases incident to star- 
vation have occurred. After 15 months of war and the 
stoppage of manufacture, there is, of course, a great 
lack of clothing, bedding, and footgear. Without warm 
covering and warming food, millions of the Poles are 
facing the rigours of their mid-winter, while in many 
districts lack of implements and of seed corn will pre- 
vent the resumption of agricultural work in the spring, 
and there is no prospect that any imports of raw 
material will revive the activity of the factories. 








